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See Securities Exchange Act Release No. 11076/October 
30, 1974. 





SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 17/October 30, 1974 


See Securities Exchange Act Release No. 11075/October 
30, 1974. 
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SECURITIES ACT OF 1933 
Release No. 5535/October 30, 1974 


Admin. Proc. File No. 3-4434 
In the Matter of 


EPOCH CORPORATION 

(now known as Osterloh & Durham Insurance Brokers of 
North America, Inc.) 

Los Angeles, California 

(24D-3198) 


ORDER PERMANENTLY SUSPENDING REGULATION 
A EXEMPTION 


Epoch Corporation, now known as Osterloh & Durham In- 
surance Brokers of North America, Inc. (“‘issuer’’), filed a 
notification and offering circular with the Commission for 
the purpose of obtaining an exemption from the registra- 
tion requirements of the Securities Act, pursuant to Sec- 
tion 3(b) of that Statute and Regulation A thereunder, with 
respect to a proposed public offering of 500,000 shares of 
its common stock at 20 cents per share. 


The Commission thereafter entered an order temporarily sus- 


pending the exemption. The order alleged that: 


1. The terms and conditions of Regulation A had not been 
complied with in that: 


a. The offering circular failed to state accurately the terms 
of the offering, to disclose that the securities would be 
placed in nominee accounts and that a substantial part of 
the proceeds of the offering would be used to extend a 
loan, and to list a named person as an underwriter; 


b. The Form 2-A Report falsely stated that the offering 
was completed; and 


c. Copies of a newspaper advertisement were not filed as 
required by Rule 258(a) of the Regulation. 
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2. The notification and offering circular contained false 
and misleading statements concerning the plan of dis- 
tribution, the use of the proceeds and the participation 
of the aforementioned person as an underwriter. 









3. The offering was made in violation of Section 17 of 
the Securities Act. 






The temporary order stated that if no hearing were re- 
quested within 30 days on the issue whether the suspen- 
sion order should be vacated or made permanent, and 

if none were ordered by the Commission, the temporary 
order would become permanent. The issuer requested 

a hearing. It has now withdrawn that request and con- 
sented to a permanent suspension. 


In view of the foregoing, it is appropriate to enter an 
order permanently suspending the exemption. 


Accordingly, 1T |S ORDERED, pursuant to Rule 261 of 
Regulation A under the Securities Act, that the exemption 
from registration with respect to the above public offer- 
ing by Epoch Corporation, now known as Osterloh & 
Durham Insurance Brokers of North America, Inc., be, 
and it hereby is, permanently suspended. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11066A/October 30, 1974 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 15A/October 30, 1974 


Admin. Proc. File No. 3-4267 
In the Matter of 


NORTH AMERICAN PLANNING CORPORATION 
230 Park Avenue 

New York, New York 

(8-5154) 


WILLIAM ROBERT RUBIN 
2000 Linwood Avenue 
Fort Lee, New Jersey 


AMENDING ORDER 


The administrative proceeding file number which appeared 
on the original order herein (Securities Exchange Act Re- 
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lease No. 11066 dated October 21, 1974) is hereby cor- 
rected to read Administrative Proceeding File No. 3-4267. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11073/October 24, 1974 


PROPOSAL TO ADOPT SECURITIES EXCHANGE ACT 
RULES 19b-3 and 10b-22 


The Securities and Exchange Commission today released 

for public comment proposed Securities Exchange Act 
Rules 19b-3 and 10b-22. The rules would be adopted under 
the Securities Exchange Act of 1934 (the “‘Act’’), and par- 
ticularly Sections 2, 6, 10, 11, 19 and 23 thereunder, 15 
U.S.C. 78b, 78f, 78j, 78k, 78s and 78w. In that connection, 
the Commission also announced that it would hold oral 
hearings beginning Tuesday, November 19, 1974, at 10 
a.m., in Room 776 at the Commission's headquarters, 

500 North Capitol Street, Washington, D.C. 20549. 


Introduction 


On September 19, 1974, the Commission requested na- 
tional securities exchanges to effect necessary changes in 
their constitutions, rules and practices so as to eliminate 
those elements that require, or have the effect of requir- 
ing, exchange members to charge any person any fixed 
rate of commission. 1/ While the Commission has not 
received responses from all national securities exchanges, 
only one such exchange has indicated that it would com- 
ply with the Commission’s request, 2/ and three such ex- 
changes have indicated that they do not intend to comply 
fully with the Commission's request. 3/ Accordingly, the 
Commission has determined to publish for comment pro- 
posed Rule 19b-3 which would alter and supplement the 
rules of national securities exchanges by prohibiting na- 
tional securities exchanges from adopting or retaining any 
rule of the exchange that requires, or from otherwise 
directly or indirectly requiring, members to charge any 
person any fixed rate of commission for transactions exe- 
cuted on, or effected by use of the facilities of, such ex- 
changes. In addition, Rule 19b-3 would require exchanges 
to provide in their rules that nothing therein or in the 
practices of exchanges shall be construed to require or per- 
mit members to agree or arrange, directly or indirectly, for 
the charging of fixed rates of commission. Rule 19b-3 
would also relieve exchange members and their associated 
persons of the obligation to comply with any exchange 
rule covered by paragraph (a) of Rule 19b-3 regardless of 
whether the exchange had amended or repealed such rule; 
members and associated persons could also no longer rely 
on such an exchange rule. 


In addition, the Commission has determined to publish for 
comment proposed Rule 10b-22 which would make it 

unlawful for any broker, dealer or member of any national 
securities exchange, directly or indirectly, to participate in 
any agreement or arrangement with another broker, dealer 





or member of any exchange with respect to the fixing of 
any amount to be charged to other persons in respect of 
transactions in securities executed on, or effected by using 
any facility of, such exchange. Proposed Rule 10b-22 
would, however, not affect participation in agreements or 
arrangements in respect of transactions in securities which 
are exempted from Rule 10b-2 by paragraph (d) thereof 
or are made in compliance with the provisions of Rule 
10b-7 or Rule 10b-8. Under section (c) of the proposed 
rule, the Commission, having due regard for the public 
interest and for the protection of investors, and in order 
to insure the maintenance of fair and orderly markets, 
could grant exemptions, either upon written request or 
upon its own motion, and could impose upon any exemp- 
tion so granted such terms and conditions as it deemed 
necessary or appropriate in the public interest or for the 
protection of investors. Proposed Rule 10b-22 is intended 
to prevent circumvention of proposed Rule 19b-3 and, 
accordingly, would only be adopted if proposed Rule 
19b-3 is adopted. 


Commission concern with the operation of rules prescrib- 
ing fixed commission rates for exchange transactions spans 
more than a decade of hearings and studies; 4/ transitional 
changes in the historical fixed commission rate structure 
began in 1968 5/ and have continued over a period of six 
years, reflecting the Commission’s determination to de- 
vise gradual solutions which would be consistent with the 
protection of investors and the public interest; and the 
Commission’s policy conclusions to act to terminate the 
fixing of commission rates have been a matter of public 
record for more than a year. 6/ Nevertheless, before adopt- 
ing rules to eliminate the fixing of commission rates, the 
Commission is undertaking to review all issues involved 
(including issues relating to the third market and such 
other issues as the exchanges and other interested persons 
believe should be covered) as well as to consider carefully 
any collateral consequences that might result from the 
elimination of fixed rates. Furthermore, it may be appro- 
priate to consider whether alternative or additional regu- 
lations should be provided under the Act. 


Therefore, in addition to soliciting the submission by in- 
terested persons of written views, data and arguments, 
which should be submitted no later than December 10, 
1974, the Commission will hold oral hearings beginning 
on November 19, 1974, to obtain oral presentations of 
views and data and arguments. The Commission will invite 
representatives of the national securities exchanges, mem- 
ber firms and other organizations in the securities indus- 
try as well as other interested persons to appear at the 
oral hearings. The Commission will welcome requests from 
other persons to appear and, subject to time limitations, 
will accommodate as many such persons as possible. 


It is anticipated that the oral hearings will also prove a 
useful adjunct to the rulemaking proceeding. Nevertheless, 
in order to facilitate the widest possible public participa- 
tion, copies of all written submissions, as well as transcripts 
of the oral hearings, will be made available in the Public 
Reference Room, 1100 L Street, N. W., Washington, D. C., 
and at each regional office of the Commission. Persons 
wishing to submit written views, data and arguments in 
respect of submissions made by others or in respect of 
views, data and arguments presented at the oral hearings 
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may do so until December 24, 1974. 


Proposed Rule 19b-3 
The text of proposed Rule 19b-3 is as follows: 


Rule 19b-3. Prohibiting Fixing of Rates of Commission by 
Exchanges 


(a) Effective May 1, 1975, no national securities exchange 
(“exchange”) shall adopt or retain any rule of the exchange 
that requires, or shall otherwise, directly or indirectly, re- 
quire its members, or any person associated with its mem- 
bers, to charge any person any fixed rate of commission 
for transactions executed on, or effected by the use of the 
facilities of, such exchange. 


(b) Each exchange shall provide effective May 1, 1975, 
in its rules of the exchange that nothing therein or in its 
practices shall be construed to require or permit its mem- 
bers, or any person associated with its members, to agree 
or arrange, directly or indirectly, for the charging of fixed 
rates of commission for transactions executed on, or 
effected by the use of the facilities of, such exchange. 


(c) On and after May 1, 1975, no member of any exchange, 
or person associated with any member, shall be required to 
comply with, or may rely on, the provisions of any rule of 
the exchange covered by paragraph (a) of this rule. 


(d) As used in this rule, the term “‘rule of the exchange” 
refers to any provision of the constitution, articles of in- 
corporation, bylaws or rules or instruments corresponding 
thereto, whatever the name, if the exchange. 


if adopted, proposed Rule 196-3 would by its terms be- 
come effective on May 1, 1975. 


Proposed Rule 19b-3 is intended to reach all rules govern- 
ing the fixing of rates of commission on exchange transac- 
tions. Thus, for example, in the case of the NYSE, the 
provisions of Article XV of the NYSE Constitution could 
not be retained after May 1, 1975; the rule specifically 
covers intra-member rates as well as rates charged to non- 
members. In addition, other rules, such as NYSE 
Rules 391, 392 and 393, would have to be amended by 
exchanges to eliminate provisions intended to preserve 
the fixed commission rate structure in connection with 
distributions outside of the normal pattern of exchange 
transactions. Proposed Rule 19b-3 covers any “‘rule of the 
exchange,”’ which is defined to refer to any provision of 
the constitution, articles of incorporation, bylaws, or 
rules or instruments corresponding thereto, whatever the 
name, of the exchanges. Because of the long history of 
fixed commission rates, the Commission believes it would 
be appropriate, as provided by paragraph (b) of proposed 
Rule 19b-3, for exchanges to explicitly expunge the prior 
system by providing that nothing in their rules of the ex- 
change or in their practices shall be construed to require 
or permit members to agree or arrange, directly or indirect- 
ly, for the charging of fixed rates of commission. 


The Commission anticipates that, if proposed Rule 19b-3 
is adopted, the exchanges will proceed promptly to ar- 
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range for their rules of the exchange to conform, effec- 
tive May 1, 1975, if not sooner, to the requirements of 
Rule 19b-3 in compliance with Section 6 of the Act. 
Nevertheless, in the event that all necessary exchange 
action is not completed prior to May 1, 1975, paragraph 
(c) of proposed Rule 19b-3 makes clear that no member 
of any exchange, or person associated with a member, 
shall be required to comply with, or may rely on, the 
provisions of any rule of the exchange which paragraph 
(a) of proposed Rule 19b-3 would not permit an exchange 
to retain after May 1, 1975. 










The rules of the exchanges have complex origins that will 
require careful examination in light of the adoption of | 
Rule 19b-3. The Commission believes that exchanges 

should promptly undertake a comprehensive review of 

their rules in order to be in a position, if Rule 19b-3 is 
adopted, to undertake educational programs to acquaint { 
their members with the provisions of any required new 
or revised rules as soon as possible. 
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Proposed Rule 10b-22 
The text of proposed Rule 10b-22 is as follows: 


| 

| 
Rule 10b-22. Prohibiting Fixing Rates of Commission | 
by Brokers, Dealers or Members of Exchanges 


(a) Except as provided in paragraphs (b) and (c) of this 
rule, it shall be unlawful for any broker, dealer or member 
of any national securities exchange (‘“exchange”’), directly 
or indirectly, to participate in any agreement or arrange- 
ment with another broker, dealer or member of any ex- 
change as to the fixing of any amount to be charged to 
other persons in respect of transactions in securities exe- 
cuted on, or effected by using any facility of, such ex- 
change. 
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(b) Brokers, dealers and members of exchanges may 
Participate in agreements or arrangements in respect of 
transactions in securities which are exempted from Rule | 
10b-2 by paragraph (d) thereof or are made in compliance 
with the provisions of Rule 10b-7 or Rule 10b-8. 


(c) The Commission, having due regard for the public 
interest and for the protection of investors, and in order 

to insure the maintenance of fair and honest markets, 

may by order exempt from section (a) of this rule any 
agreement or arrangement, or agreements or arrangements, 
in respect of transactions in securities. The Commission may 
act either upon written request or upon its own motion and 
may impose upon any exemption such terms and condi- 
tions as it deems necessary or appropriate in the public 
interest or for the protection of investors. 


Since proposed Rule 10b-22 would be intended to prevent 
any circumvention of the provisions of proposed Rule 
19b-3, it would not be adopted if Rule 19b-3 were not 
adopted. If Rule 19b-3 is adopted, Rule 10b-22 would 
not, if adopted, become effective prior to May 1, 1975. 


| 
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Proposed Rule 10b-22 would prohibit brokers, dealers 
or members of national securities exchanges from partici- 
pating, directly or indirectly, in any agreement or arrange- 
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ment to fix any amount to be charged to other persons in 
respect of exchange transactions in securities. Since the 
prohibition is stated in terms of fixing of any “amount” 

to be charged to “other persons,” it would make unlawful, 
for example, any agreement or arrangement with respect 
to either public commissions (that is, commissions charged 
to persons who are not members of an exchange) or intra- 
member commissions (that is, commissions charged by 
members to other members). 7/ 


If plans currently in effect under Rule 10b-2 are appro- 
priately amended to comply with the provisions of pro- 
posed Rule 19b-3 (and such amendments are declared 
effective pursuant to Rule 10b-2), proposed Rule 10b-22 
would not prohibit any agreement or arrangement which 
is exempted from Rule 10b-2 by paragraph (d) thereof 
and by which any brokers, dealers or members of an ex- 
change in effect agree on or arrange for an amount to be 
charged to their customers. Similarly, transactions per- 
mitted by Rules 10b-7 and 10b-8 would in all cases be 
excluded from the prohibition of proposed Rule 10b-22. 


Because the Commission's responsibilities under the Act 
require that, among other things, it be sensitive to factors 
affecting the fairness, orderliness and efficiency of ex- 
change markets, paragraph (c) of proposed Rule 10b-22 
would permit the Commission to exempt certain agree- 
ments and arrangements. The Commission would only 
grant an exemption if, having due regard for the public 
interest and for the protection of investors, it concluded 
that the exemption would contribute to the maintenance 
of fair and honest markets. The Commission would wel- 
come views on whether any specific exclusions from 
paragraph (a) of proposed Rule 10b-22 in addition, or as 
alternatives, to those set forth in paragraph (b) should be 
considered. 


Source Materials 


Set forth below is a list of some of the more important 
source materials relating to commission rate matters. 
While the list should not be assumed to be complete or 
exhaustive, it may prove useful to interested persons who 
wish to submit views, data and arguments with respect to 
the proposed rules. 


Exchange Act Releases: 


No. 8239 (Jan. 26, 1968) NYSE proposed rate structure 
changes. 


No. 8324 (May 28, 1968) Order for institution of hearings 
on commission rates. 

No. 8399 (September 4, 1968) Letter to NYSE regarding 
interim rate structure changes. 

No. 8746 (Nov. 10, 1969) Letter regarding give-ups. 

No. 8791 (Dec. 31, 1969) Issues covered in commission 
rate hearings. 

No. 9007 (Oct. 22, 1970) Request to NYSE for new rate 
structure proposal. 

No. 9079 (Feb. 11, 1971) Announcement of unfixing 
rates on orders in excess of $500,000. 


No. 9096 (Mar. 4, 1971) Letter to NYSE regarding fixed 
intra-member rates. 


No. 9105 (Mar. 11, 1971) Reaffirmance of competitive 
rates on orders in excess of $500,000. 

No. 9132 (Apr. 1, 1971) Exchange of letters on com- 
missions on institutional size orders. 

No. 9148 (Apr. 14, 1971) Reaffirmance of $500,000 
breakpoint. 

No. 9950 (Jan. 16, 1973) Adoption of Rule 19b-2. 

No. 10383 (Sept. 11, 1973) Policy conclusions with 
respect to, among other things, termination of fixed 
commission rates. 

No. 10560 (Dec. 14, 1973) Letter to NYSE regarding 
commission rates generally. 

No. 10670 (Mar. 7, 1974) Response to $2,000 breakpoint. 
No. 10986 (Aug. 27, 1974) Procedural explanation of 
Commission approach to unfixing of commission rates. 
No. 11019 (Sept. 19, 1974) Requesting rule changes to. 
unfix commission rates. . 


Special Studies: 


Wharton School of Finance and Commerce, A Study of 
Mutual Funds, H.R. Rep. No. 2274, 87th Cong., 2d Sess. 
(1962). 


Securities and Exchange Commission, Specia/ Study of 
Securities Markets, H.R. Doc. No. 95, 88th Cong., 1st 
Sess. (1963). 


Securities and Exchange Commission, /nstitutional In- 
vestor Study Report, H.R. Doc. No. 92-64, 92d Cong,., 
1st Sess. (1971). 


Studies and Reports Prepared or Commissioned by the New 
York Stock Exchange: 


Economic Effects of Negotiated Commission Rates on the 
Brokerage Industry, the Market for Corporate Securities 
and the Investing Public, New Y ork Stock Exchange (Aug. 
1968). 


Reasonable Public Rates for Brokerage Commissions, 
National Economic Research Associates, Inc. (Feb. 1970). 


Stock Brokerage Commissions, The Development and Ap- 
plication of Standards of Reasonableness for Public Rates, 
National Economic Research Associates, Inc. (Jul. 1970). 


The Securities Markets, A Report, with Recommendations 
by William McChesney Martin, Jr. (1971). 


Incentives to Exchange Membership in a Capital Market 
System, New York Stock Exchange (Nov. 1973). 


Quarterly Analysis of Negotiated Rates, New York Stock 
Exchange (3rd gtr., 1971 - 2nd qtr., 1974). 
Securities and Exchange Commission Hearings: 


In the Matter of Commission Rate Structure of Registered 
National Securities Exchanges, Securities and Exchange 
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Commission File No. 4-144 (1968-1971), consisting of 23 
volumes of reported testimony and 15 volumes of written 
statements and exhibits. 


In the Matter of the Structure, Operation and Regulation 
of the Securities Markets, Securities and Exchange Com- 
mission File No. 4-147 (1971), consisting of 24 volumes 
of reported testimony and 4 volumes of written state- 
ments and exhibits. 


In the Matter of Commission Rate Schedules of Registered 
National Securities Exchanges, Securities and Exchange 
Commission File No. 4-167 (1973), consisting of 10 vol- 
umes of reported testimony and written statements and 
exhibits. 


In the Matter of Intra-Member Commission Rate Schedules 
of Registered National Securities Exchanges, Securities 

and Exchange Commission File No. 4-171 (1974), con- 
sisting of 4 volumes of reported testimony and written 
statements and exhibits. 


in the Matter of NASD Anti-Reciprocal Rule and Invest- 
ment Company Brokerage Practices, Securities and Ex- 
change Commission File No. 4-172 (1974), consisting 
of 3 volumes of reported testimony and written com- 
ments and exhibits. 


In the Matter of Commission Rate Schedules of Registered 
National Securities Exchanges, Securities and Exchange 
Commission File No. 4-174 (1974), consisting of 4 
volumes of reported testimony and written statements 
and exhibits. 


Policy Statements: 


Securities and Exchange Commission, Report on the Pub- 
lic Policy Implications of Investment Company Growth, 
H.R. Rep. No. 2337, 89th Cong., 2d Sess. (1966). 


Securities and Exchange Commission, Policy Statement 
on the Structure of a Central Market System (Mar. 1973). 


Securities and Exchange Commission, Statement on the 
Future Structure of the Securities Markets (Feb. 1972). 


Congressional Hearings and Reports: 


Securities Industry Study, Report of the Sub_smmittee on 
Securities of the Senate Committee on Bunking, Housing 
and Urban Affairs, S. Doc. No. 93-13, 93d Cong., 1st 

Sess. (1973). 


Securities industry Study, Report of the Subcommittee on 
Securities of the Senate Committee on Banking, Housing 
and Urban Affairs for the Period Ending Feb. 4. 1972, 

92d Cong., 2d Sess. (1972). 


Securities Industry Study, Report of the Subcommittee 
on Commerce and Finance of the House Committee on 
Interstate and Foreign Commerce, 92d Cong., 1st and 
2d Sess. (1972). 
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Hearings before the Subcommittee on Securities of the 
Senate Committee on Banking, Housing and Urban Affairs 
on S.3126, 93d Cong., 2d Sess. (1974). 


Hearings before the Subcommittee on Securities of the 
Senate Committee on Banking, Housing and Urban Affairs 
on S.470 and S.488, 93d Cong., 1st Sess. (1973). 


Hearings before the Subcommittee on Commerce and 
Finance of the House Committee on Interstate and Foreign 
Commerce on H.R. 5050 and H.R. 340, 93d Cong., 1st 
Sess. (1973). 


Hearings before the Subcommittee on Securities of the 
Senate Committee on Banking, Housing and Urban Affairs 
on S.3169, 92d Cong., 2d Sess. (1972). 


Hearings on Securities Industry Study before the Subcom- 
mittee on Securities of the Senate Committee on Banking, 
Housing and Urban Affairs, 92d Cong., 1st Sess. (1972). 


Hearings on Securities Industry Study before the Subcom- 

mittee on Commerce and Finance of the House Committee 
on Interstate and Foreign Commerce, 92d Cong., ist Sess. 

(1971). 


Exchange Constitutions and Rules: 


American Stock Exchange, Constitution and Rules, in 
particular, Constitution Art. V1, Rules 380-399. 


Boston Stock Exchange, Constitution and Rules, in par- 
ticular, Constitution Art. XVIII, Rules Ch. XVI. 


Chicago Board Options Exchange, Constitution and Rules, 
in particular, Rules Ch. XIV. 


Chicago Board of Trade, Rules and Regulations, in particu- 
lar, Rules Ch. VIII. 


Cincinnati Stock Exchange, Rules and By-Laws, in particu- 
lar, Rules Sec. 54, By-Laws Secs. 1, 2, 3, 4. 


Detroit Stock Exchange, Constitution and Rules, in particu- 


lar, Constitution Art. XVIII, Rules Ch. VII. 


Intermountain Stock Exchange, Constitution and Rules, 
in particular, Rules Art. XVI. 8/ 


Midwest Stock Exchange, Constitution and Rules, in par- 
ticular, Rules Art. XXVIII. 


National Stock Exchange, By-Laws and Rules, in particular, 
Rules Art. 3-18. 


New York Stock Exchange, Constitution and Rules, in par- 
ticular, Constitution Art. XV, Rules 365-387. 


Pacific Stock Exchange, Constitution and Rules, in particu- 
lar, Constitution Art. XIII, Rule IV. 


PBW Stock Exchange, Constitution and Rules, in particu- 
lar, Constitution Art. XIX, Rules 671-698. 
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Spokane Stock Exchange, Constitution and Rules, in par- 
ticular, Constitution Art. XIX. 


Miscellaneous Materials: 


Baxter, WYSE Fixed Commission Rates: A Private Cartel 
Goes Public, 22 Stan. L. Rev. 675 (1970). 


Demsetz, The Cost of Transacting, Quarterly Journal of 
Economics (Feb. 1968). 


Friend and Blume, The Consequences of Competitive 
Commissions on the NYSE (1972). Reprinted in Stock 
Exchange Commission Rates, Hearings before the Sub- 
committee on Securities of the Senate Committee on 
Banking, Housing and Urban Affairs. Aiso appears, in 
condensed form, in 28 Journal of Finance 795 (Sept. 
1973). 


Kahn, The Economics of Regulation, Vol. \|, pp. 193-209. 
(1971). 


Lorie, Public Policy for American Capital Markets, sub- 
mitted to the Secretary and Deputy Secretary of the Treas- 
ury (Feb. 7, 1974). 


Ratner, Regulation of the Compensation of Securities 
Dealers, 55 Cornell L. Rev. 348 (Fali, 1970). 


All persons who wish to appear at the oral hearings should 
inform George A. Fitzsimmons, Secretary of the Commission, 
Room 892, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549, telephone 
number (202) 755-1160, not later than November 8, 1974. 
Persons intending to appear should file with the Secretary 
30 copies of the text of any prepared statements not later 
than 48 hours prior to their appearance and are invited, 

at the time of their appearance, to make additional copies 
of their statements available for the benefit of the press and 
all other interested persons. Persons wishing to make written 
submissions of views, data and arguments should file 30 
copies thereof with the Secretary no later than December 
10, 1974. Copies of all submissions, as well as transcripts 

of the oral hearings, will be made available in the Public 
Reference Room, 1100 L Street, N. W., Washington, D. C., 
and at each regional office of the Commission. Persons 
wishing to submit written views, data or arguments in re- 
spect of submissions made by others or in respect of views, 
data and arguments presented at the oral hearings may do 
so until December 24, 1974. All submissions should refer 

to Securities and Exchange Commission File No. 4-176. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Securities Exchange Act Release No. 11019 (Sept. 19, 
1974), 39 Fed. Reg. 35214 (Sept. 30, 1974). 


2/ The Intermountain Stock Exchange has so indicated; 
in addition, while the Cincinnati Stock Exchange has 
not yet responded to the Commission’s request, it took 
action in July, 1974, to eliminate fixed intra-member 


rates. 


3/ The American, Boston and New York Stock Exchanges 
have so indicated. The Amex has indicated that, after 

giving detailed consideration to the Commission’s request 
and to the question of uniform versus negotiated commis- 
sion rates, it (1) would seek a hearing to present the Amex’s 
position on the need to retain uniform commission rates 
and (2) had determined that it could not accede volun- 
tarily to the Commission’s request. The Amex has accord- 
ingly requested an opportunity to submit to the Commis- 
sion its written and oral views. 


The NYSE has indicated that it believes that competitive 
rates without concurrent legislative and regulatory safe- 
guards would ultimately be destructive of the auction 
market and not in the public interest. The NYSE has, 
therefore, indicated it would comply with the Commission’s 
request insofar as it relates to public commission rates, but 
only if a combined program of legislation and regulation is 
enacted consistent with the intent of the NYSE’s policy 
statement of March 1, 1973, which, among other things, 
would require that all trades of listed securities be exposed 
to the flow of orders in an auction market prior to ex- 
posure to other markets. It has, however, declined to 
comply with the Commission’s request insofar as it re- 
lates to flcor brokerage commission rates. Since the com- 
bined program has not, in the NYSE’s view, been enacted, 
the NYSE has also requested a hearing. 


4/ Materials relating to such hearings and studies, as well 

as some of the other source materials which may prove 
useful to interested persons in submitting views, data and 
arguments with respect to the rules proposed today are 
listed, infra. The Commission will make available shortly 

a synopsis of action previously taken by the Commission 
relating to fixed commission rates on exchange transactions. 


5/ See Securities Exchange Act Releases Nos. 8314 (May 
28, 1968) and 8399 (Sept. 4, 1968). 


6/ See Securities Exchange Act Release No. 10383 (Sept. 
11, 1973), 38 Fed. Reg. 27243 (Oct. 1, 1973). 


7/ \n addition to other remedies available to it, the Com- 
mission could, if proposed Rule 10b-22 is adopted, cen- 
sure, deny registration to, suspend for a period not ex- 
ceeding twelve months or revoke the registration of, any 
registered broker or dealer if the Commission determined 
that such broker or dealer, had willfully violated the pro- 
visions of proposed Rule 10b-22 and that such censure, 
denial, suspension or violation was in the public interest. 


8/ As indicated in n. 2, the Intermountain Stock Ex- 
change will amend Art. XVI. Effective May 1, 1975. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11074/October 29, 1974 


Admin. Proc. File No. 3-2497 
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In the Matter of 


PHILIP S. BUDIN & CO., INC. 
Jersey City, New Jersey 
(8-13488) 


PHILIP S. BUDIN 


NOTICE THAT INITIAL DECISION HAS BECOME 
FINAL 


In these broker-dealer proceedings pursuant to the Securi- 
ties Exchange Act, the Commission granted the above- 
named respondents’ petition for review of the adminis- 
trative law judge’s initial decision. Respondents later 
stated that they no longer seek such review. The Commis- 
sion has not determined to review the case on its own ini- 
tiative. 


Accordingly, notice is hereby given that the initial decision 
herein has become the Commission’s final decision. The 
order contained in that decision revoking the broker-dealer 
registration of Philip S. Budin & Co., Inc., and barring 
Philip S. Budin from association with any broker-dealer, 
with the proviso that after six months he may apply to 

the Commission to become so associated in a non-super- 
visory capacity, subject to a showing of adequate super- 
vision, is hereby declared effective. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11075/October 30, 1974 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 17/October 30, 1974 


The Securities and Exchange Commission has ordered ad- 
ministrative proceedings under the Securities Exchange 
Act of 1934 and the Securities Investor Protection Act 
of 1970 involving Memme & Co., Inc. (““Registant’’), a 
New York broker-dealer, James John Masiello (‘‘Masiello’’), 
the majority stockholder of Registrant, Robert Barry Mc- 
Dowell (‘““McDowell’’), the president, the treasurer, a di- 
rector, and a stockholder of Registrant, Jules Bean 
(“Bean”), a vice-president, the secretary, a <!yector, 

and a stockholder of Registrant, and Jo!in Charles Fina 
(“Fina”), a vice-president of Registrant. 


These proceedings are based upon ailegations by the Com- 
mission's staff that Registrant wilfully violated, and 
Masiello, McDowell, Bean and Fina wilfully aided and 
abetted violations of, the Net Capital Rule, Bookkeeping 
Rules, Supplemental Reporting Requirements, and Brok- 
er-Dealer Registration Requirements under the Securi- 
ties Exchange Act of 1934. On February 4, 1974 an in- 
junction was issued against Registrant, Masiello, McDowell 
and Bean by the United States District Court for the 
Southern District of New York, enjoining them from 
further violations of the above rules, and on June 4, 
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1974 the Court issued an injunction against Fina, enjoin- 
ing him from further violations of the above rules. On 
April 15, 1974 the court appointed a trustee for Registrant 
pursuant to the Securities Investor Protection Act of 1970. 


A hearing will be scheduled by further order to take 
evidence on the staff's allegations and to afford the re- 
spondents an opportunity to offer any defenses thereto, 
and for the purpose of determining whether the allegations 
are true and, if so, whether any action of a remedial na- 
ture should be ordered by the Commission. 


See Litigation Release Nos. 6029, 6236 and 6266. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11076/October 30, 1974 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 16/October 30, 1974 


Admin. Proc. File No. 3-4121 
In the Matter of 


DONALD R. ANDERSON 
14101 Crown Drive 
Eden Prairie, Minnesota 


RODNEY G. AABERG 
10636 Yosemite Road 
Minneapolis, Minnesota 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


These are proceedings under the Securities Exchange and 
Securities Investor Protection Acts with respect to Donald 
R. Anderson, who was a vice-president of a registered 
broker-dealer (“registrant’’), and Rodney G. Aaberg, who 
was a registered representative of registrant. Anderson and 
Aaberg, respectively, submitted an offer of settlement 
which the Commission determined to accept, and a stipu- 
lation and consent. Anderson admits the facts found 
below with respect to him. Solely for the purpose of these 
and any other proceedings under specified provisions of 
the Securities Exchange, Securities Investor Protection, 
Investment Advisers and Investment Company Acts, and 
without admitting or denying the charges in the order for 
proceedings, Aaberg consents to the findings against him 
hereinafter made, and he and Anderson consent to the 
sanctions set forth below. 


On the basis of the order for proceedings, Aaberg’s stipu- 
lation and Anderson’s offer of settlement, it is found 
that: 1/ 


(1) During the period from November 1972 through 
January 1973, Aaberg wiilfully violated Section 17(a) of 
the Securities Act and Section 10(b) of the Exchange Act 
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and Rule 10b-5 thereunder in connection with transactions 
in securities. Among other things, he set up fictitious ac- 
counts to purchase shares of St. Anthony Printing Co. (now 
Northern Instruments, Inc.) and sold other securities in 
these accounts to cover such purchases; and effected 
transactions in customers’ accounts without their authori- 
zation. 


(2) Anderson was an officer and director of registrant for 
which a trustee was appointed under the Securities Investor 
Protection Act. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions to which respondents have consented. 


Accordingly, 1T 1S ORDERED that Rodney G. Aaberg be, 
and he hereby is, barred from being associated with any 
registered broker-dealer, investment adviser, investment 
company or affiliate thereof; and it is further 


ORDERED that Donald R. Anderson be, and he hereby 

is, suspended from association with any registered broker- 
dealer, investment adviser, investment company or affili- 
ate thereof for a period of 90 days commencing on Novem- 
ber 11, 1974, and thereafter barred from becoming so 
associated in any supervisory capacity. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding upon any other 
respondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11077/October 30, 1974 


Admin. Proc. File No. 3-4403 
In the Matter of 


PARK SECURITIES, INC. 
120 Wall Street 

New York, New York 
(8-16656) 


DANIEL J. CLARIDY 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, Park Securities, Inc. (“registrant’’), a 
registered broker-dealer, and Daniel J. Claridy, registrant's 
president, have submitted an offer of settlement which 
the Commission has determined to accept. Solely for the 
purpose of these and any other proceedings under speci- 
fied provisions of the Exchange and Investment Advisers 


Acts, and without admitting or denying the allegations in 
the order for proceedings, respondents consent tot find- 
ings of misconduct as alleged in that order and to the im- 
position of certain sanctions. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that: 1/ 


1. During the period from about September 1, 1972 to 
March 28, 1973, respondents willfully violated Section 
17(a) of the Securities Act and Sections 10(b) and 15(c) 
(2) of the Exchange Act and Rules 10b-5, 10b-6 and 
15c2-7 thereunder by engaging in a manipulative scheme 
involving the securities of The Bolton Group, Ltd. Most 
of a public offering of such securities was withheld from 
public sale and sold to a small group of scheme partici- 
pants through nominee accounts, causing the aftermarket 
to open at an artificially inflated premium. Respondents 
then arranged for another broker-dealer to insert Bolton 
quotations set by them in the “pink sheets” published 
by the National Quotation Bureau and to trade Bolton 
stock under a guaranteed profit arrangement, thereby 
creating a false appearance of the market for the securi- 
ties. Such appearance was also fostered by respondents’ 
purchasing and selling, and arranging for customers to 
purchase and sell, Bolton securities through broker-deal- 
ers other than registrant, and by respondents’ engaging 
in wash transactions in such securities. 


Respondents sold the Bolton securities withheld from the 
public offering at the highly inflated price levels resulting 
from their activities. They recommended purchase of the 
securities without having a reasonable basis therefor and 
in disregard of adverse information concerning Bolton 
available to them, and made material misrepresentations 
concerning the securities’ investment merit, price and 
value, the demand and market for the securities, and 
Bolton's financial and business operations and prospects. 


2. During the same period, respondents willfully violated 
Section 17(a) of the Securities Act and Sections 10(b) and 
15(c)(2) of the Exchange Act and Rules 10b-5 and 15c2-7 
thereunder in connection with their activities involving 
the common stock of EKG Service Corp. Respondents 
turned over to EKG funds advanced by purchasers in a 
public offering of its stock although the required number 
of shares had not been sold. They refused to sell stock in 
the offering to persons seeking to purchase it although 
most of the offering remained unsold, and, in order to 
create the false appearance that the securities had been 
legitimately offered and sold to the public, placed stock 
in nominee accounts and induced a person closely re- 
lated to EKG to purchase a substantial number of shares 
through a nominee account at registrant. In addition, re- 
spondents caused another broker-dealer to furnish quota- 
tions for EKG to an inter-dealer quotation system pursu- 
ant to a guaranteed profit arrangement, without inform- 
ing the system or other broker-dealers quoting the stock 
of such arrangement. Respondents falsely represented to 
purchasers and prospective purchasers that none of the 
EKG issue remained unsold, and made material misrepre- 
sentations concerning the price at which the stock would 
trade, the demand for the stock and the amount available 
for sale. 
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3. During the same period, respondents willfully violated 
Section 5 of the Securities Act in that they unlawfully 
offered, sold and delivered unregistered Bolton and EKG 
securities. 


4. During the period from about September 1, 1972 to 
December 11, 1973, registrant, willfully aided and abetted 


by Claridy, willfully violated Section 17(a) of the Exchange 


Act and Rule 17a-3 thereunder in that it made false entries 
in its books and records and failed to make accurately and 
keep current certain books and records. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that the registration as a 
broker and dealer of Park Securities, Inc. be, and it hereby 
is, revoked; and it is further 


ORDERED that Daniel J. Claridy be, and he hereby is, 
barred from being associated with any broker-dealer, in- 
vestment adviser or investment company with the proviso 
that, after two years, he may apply to the Commission to 
become so associated in a non-supervisory capacity, upon 
a proper showing that he will be adequately supervised. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11078/October 30, 1974 


The Commission announced that the suspension of trading 
in all securities of Franklin New York Corporation and 
Franklin National Bank will not continue beyond mid- 
night (EST), October 31, 1974. 


On October 8, 1974, Franklin National Bank was declared 
insolvent by the U. S. Comptroller of the Currency and the 
Federal Deposit Insurance Corporation was appointed re- 
ceiver. On the same day, a substantial portion of the assets 
of Franklin National Bank were sold to European & Ameri- 


can Bank. On October 16, 1974 Franklin New York Corpor- 


ation (“Franklin”) filed a voluntary petition in bankruptcy 
in the U. S. District Court for the Southern District of 
New York. On October 17, 1974, the Commission filed a 
civil action in the same court against Franklin and certain 
individual defendants charging violations of the anti-fraud 
and, with respect to Franklin, the reporting provisions of 
the Securities Exchange Act as a result of alleged false 
statements and omissions in connection with activities 
involving foreign exchange transactions, the valuation of 
the Bank’s securities portfolio, Franklin National Bank’s 
Participation in an underwriting of securities issued by an 
Italian government agency, the issuance of false earnings 
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statements and press releases and the issuance and filing 
of an annual report for 1973 which failed to disclose the 
deterioration in Franklin National Bank’s loan portfolio. 


The suspension of trading was initiated on May 12, 1974 
in order to permit the adequate dissemination and review 
of releases issued by the Federal Reserve Board and Frank- 
lin. On June 20, 1974 Franklin announced substantial 
previously undisclosed losses arising from unrecorded 
contracts in connection with foreign exchange transactions 
and false valuation of foreign exchange contracts, from 
adjustments in the valuation of securities carried in Frank- 
lin National Bank’s trading account and investment accoun 
and from a charge to earnings of certain deferred taxes 
which had been carried as assets. In addition to further 
describing the financial condition of the Bank, Franklin 
indicated that its first quarter report for 1974 was errone- 
ous and projected losses for the six-month period and 

for the year. On June 27, 1974, Franklin announced the 
write off as losses of a tota! of $11.8 million in loans and 
the increase of the Bank’s valuation reserve to $20 million, 
with a resulting charge of $17 million against earnings, as 
well as the ordered sale of approximately $1 million in 

U. S. Government and Agency securities, which resulted 
in a loss of $2.1 million which would also be charged 
against earnings for the second quarter of 1974. 


Franklin has not filed with the Commission its quarterly 
report on Form 100 for the second quarter of 1974 and 
is, therefore, delinquent in meeting its filing obligations. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quota- 
tion but immediately contact the staff of the Securities 
and Exchange Commission, Division of Enforcement in 
Washington, D. C. If any broker or dealer is uncertain 

as to what is required by Rule 15c2-11, he should refrain 
from entering quotations relating to the securities in 
question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions 
have been met. If any broker or dealer enters any quota- 
tion which is in violation of said rule, the Commission 
will consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11079/October 31, 1974 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18638/October 31, 1974 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8563/October 31, 1974 
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NOTICE OF ADOPTION OF AMENDMENTS TO RULES 
14a-3, 14c-3 AND 14c-7 UNDER THE SECURITIES EX- 
CHANGE ACT OF 1934 (“EXCHANGE ACT”) TO IM- 
PROVE THE DISCLOSURE IN, AND THE DISSEMINA- 
TION OF, ANNUAL REPORTS TO SECURITY HOLDERS 
AND TO IMPROVE THE DISSEMINATION OF ANNUAL 
REPORTS ON FORM 10-K OR 12-K FILED WITH THE 
COMMISSION UNDER THE EXCHANGE ACT 


(Effective Date: December 20, 1974 with respect to issuers 
who have fiscal years ending on or after that date). 


The Securities and Exchange Commission today announced 
the amendment of Rule 14a-3 of its Regulation 14A relating 
to the solicitation of proxies under the Exchange Act and 
Rules 14c-3 and 14c-7 of its Regulation 14C relating to 

the distribution of information statements under the Ex- 
change Act. The Commission proposed amendments to 

these rules on January 10, 1974 in Exchange Act Release 
No. 10591 and received more than 160 letters of comment 
from interested persons in response thereto. Based upon 

its consideration of these letters of comment and based on 
its own experience, the Commission has determined to adopt 
certain of the amendments as proposed for comment, to 
adopt certain of the amendments in a modified form, and 

to withdraw certain of the proposals at this time. 


The amendments to Rules 14a-3 and 14c-3 generally will 
require that annual reports to security holders include at 
least the following information, all of which may be set 
forth in any form deemed suitable by management: cer- 
tified financial statements for the issuer’s last two fiscal 
years; a summary of the issuer’s operations for the last 

five fiscal years and a management analysis thereof; a 

brief description of the issuer’s business; a lines of business 
breakdown for the issuer’s last five fiscal years; the identi- 
fication of the issuer’s directors and executive officers 

and the disclosure of each such person’s principal occupa- 
tion or employment and of the name and principal busi- 
ness of any organization by which such person is so em- 
ployed; and the identification of the principal market in 
which securities entitled to vote at the meeting are traded 
and a statement of the market price ranges of such securi- 
ties and dividends paid on such securities for each quarterly 
period during the issuer’s two most recent fiscal years. The 
amendments to such rules also generally will require an 
issuer to undertake to furnish without charge to its se- 
curity holders as of the record date, upon the written 
request of any such person, a copy of its Form 10-K or 
12-K, including the financial statements and the schedules 
thereto, required to be filed with the Commission for the 
issuer’s most recent fiscal year and to provide copies of 

the exhibits to such reports upon payment of a reasonable 
fee which shall be limited to the issuer’s reasonable expenses 
in furnishing such exhibits. Finally, the amendments to 
Rules 14a-3 and 14c-7 generally will require that, if an 
issuer knows certain of its securities are held of record 

by a broker, dealer, bank, voting trustee, or their nomin- 
ees, the issuer must inquire as to whether such record 
holder is holding on behalf of one or more beneficial 
Owners and, if so, the number of copies of the proxy and 
proxy soliciting materials (or of the information statement) 
and, in the case of an annual meeting at which directors 
are to be elected, the number of copies of the annual re- 
port to security holders necessary to supply such material 











































to the beneficial owners. The issuer must then furnish 
such record holders with an appropriate number of copies 
assembled in such a form and at such a place as each such 
record holder may reasonably request, and must pay the 
reasonable expenses of each such record holder, if so re- 
quested, for mailing suct: material to the beneficial owners. 


The Commission’s purpose in so amending the proxy rules 
is twofold: (i) to require additional information in annual 
reports furnished to security holders to make disclosures 
therein more meaningful, while generally leaving manage- 
ment the discretion to choose the content and the format 
of such reports for communicating effectively with secur- 
ity holders, and (ii) to improve the dissemination of the 
annual report to security holders and of the annual report 
on Form 10-K or 12-K filed with the Commission under 
the Exchange Act. 


1. BACKGROUND 


Rule 14a-3 generally provides that any solicitation of se- 
curity holders, made on behalf of management and relating 
to an annual meeting of security holders at which directors 
are to be elected, must be accompanied or preceded by a 
written proxy statement conforming to Schedule 14A and 
that each such proxy statement must be accompanied or 
preceded by an annual report to security holders contain- 
ing certain specified information. Rule 14c-3 contains sub- 
stantially similar provisions with respect to the furnishing 
of information statements. Prior to the adoption of the 
amendments set forth herein, annual reports to security 
holders were only required to contain certain basic finan- 
cial information and were not required to contain any 
textual disclosures. 


The annual report to security holders has long been recog- 
nized as the most effective means of communication be- 
tween management and security holders. Such reports 

are readable because they generally avoid legalistic and 
technical terminology and present information in an 
understandable, and often innovative, form. However, 
some issuers present very little meaningful information 
regarding their operations other than the basic financial 
information required by the existing proxy rules. The 
Commission believes it is in the public interest that all 
security holders be provided with meaningful information 
regarding the business, management, operations and fi- 
nancial position of the issuer and that the annual report 
to security holders is the most suitable vehicle presently 
available for providing this information. Accordingly, the 
Commission has amended Rules 14a-3 and 14c-3 to re- 
quire that an annual report to security holders contain 

a minimum quantum of meaningful business and financial 
information, most of which is already required in the 
annual report on Form 10-K which most issuers subject 
to the proxy rules file with the Commission. The Commis- 
sion continues to encourage issuers to improve voluntarily 
the content and format of their annual reports to security 
holders. 


It should be particularly noted that the annual report to 
security holders will retain its status as a non-filed docu- 
ment and as non-proxy soliciting material pursuant to 
Rules 14a-3(c) and 14c-3(b), so that it is not subject to 
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the express civil liability provisions of Section 18 of the 
Exchange Act or to Rule 14a-9 thereunder. As in the past, 
there will be no review of the annual report to security 
holders by the Commission’s staff prior to such reports 
being furnished to security holders. 


it. SYNOPSIS OF THE AMENDMENTS TO RULES 142-3, 
14c-3 AND 14c-7 


A. Provisions Relating to Disclosure in Annual Reports to 
Security Holders 


1. Financial Statements. 


As amended, Rules 14a-3 and 14c-3 will now require cer- 
tified financial statements for the last two fiscal years, 
rather than for just the last year, and will continue to re- 
quire the same financial information previously required 
by Subparagraphs (b)(1) through (b)(3) and (a)(1) through 
(a)(3), respectively. In addition, Subparagraphs (b)(1) of 
Rule 14a-3 and (a)(1) of Rule 14c-3 have been amended 
to provide that financial statements and the notes thereto 
contained in the annual report to security holders must 
now be set forth in roman type at least as large and as 
legible as 10-point modern type except that to the extent 
necessary for convenient presentation the financial state- 
ments may be set forth in roman type at least as large and 
as legible as 8-point modern type. Finally, Subparagraphs 
(b)(2) of Rule 14a-3 and (a)(2) of Rule 14c-3 have been 
amended to clarify that any material differences between 
the financial statements included in an annual report to 
security holders and the financial statements required to 
be filed with the Commission must be noted aid the 
effect thereof reconciled “in the financial statements 

or the notes thereto” in the annual report to security 
holders. 


2. Summary of Operations. 


New Subparagraphs (b)(4) of Rule 14a-3 and (a)(4) of 
Rule 14c-3 require that an annual report to security hold- 
ers include a summary of operations containing certain 
information required by Item 2 of Form 10-K. As pro- 
posed, the summary of operations would have been re- 
quired to be “in substantially the form” required by Form 
10-K. The phrase “in substantially the form” has been de- 
leted and a note has been added to clarify that this infor- 
mation may be set forth in any form deemed suitable by 
management. Attention is called to the fact that Guide 1 
of the Guides for the Preparation and Filing of Reports 
and Registration Statements under the Exchange Act 
(Release No. 34-10961, Aug. 14, 1974; 39 Fed. Reg. 
31894) applies to annual reports to security holders so 
that a management analysis of the summary of operations 
may be appropriate. 


3. Description of Business. 


New Subparagraphs (b)(5) of Rule 14a-3 and (a) (5) of Rule 
14c-3 require that an annual report to security holders 
contain a brief description of the business done by the 
issuer and its subsidiaries during the most recent fiscal 

year which will, in the opinion of management, indicate 
the general nature and scope of the business of the issuer 
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and its subsidiaries. This requirement was formerly appli- 
cable only to issuers who had not previously solicited 
proxies or furnished information statements subject to 
Regulation 14A or 14C under the Exchange Act. Con- 
trary to the apparent understanding of many persons com- 
menting on these requirements as proposed, these Subpara- 
graphs do not require the inclusion of the detailed informa- 
tion called for by Items 1(a) and 1(b) of Form 10-K. 


4. Lines-of-Business Information. 


New Subparagraphs (b)(6) of Rule 14a-3 and (a) (6) of 
Rule 14c-3 require that an annual report to security hold- 
ers contain information in any form deemed suitable by 
management regarding the issuer’s lines of business and its 
classes of similar products and services as comprehensive as 
that required by Items 1(c)(1) and 1(c)(2) of Form 10-K, 
respectively. 


5. Management Information. 


New Subparagraphs (b)(7) of Rule 14a-3 and (a)(7) of Rule 
14c-3 require that an annual report to security holders 
identify each of the issuer’s executive officers and directors 
and indicate the principal occupation or employment of 
each such person and the name and principal business of 
any Organization by which such person is so employed. The 
definition of the term ‘‘executive officer,”” as set forth in 
Item 8 of Form 10-K, has been included for convenience 
in its entirety as a note to these Subparagraphs. As pro- 
posed, these Subparagraphs would have required this in- 
formation “at a minimum.” This phrase has been deleted 
in response to letters of comment indicating that the phrase 
created confusion as to the extent of disclosure required. 
Issuers may, of course, include additional management 
information in their annual reports. 


6. Market and Dividend Information. 


New Subparagraphs (b)(8) of Rule 14a-3 and (a) (8) of 
Rule 14c-3 require that an annual report to security hold- 
ers identify the principal market for each class of the 
issuer’s securities entitled to vote at the meeting of security 
holders, and include the high and low sales price (or the 
range of bid and asked quotations) and the dividends paid 
for each quarterly period within the two most recent fiscal 
years. As proposed in Exchange Act Release No. 10591, an 
annual report to security holders would have been required 
to contain a statement of the issuer’s dividend policy with 
respect to securities entitled to vote at the annual meeting 
of security holders. The Commission has determined at 
this time not to adopt this proposal because this type of 
disclosure may, in part, involve future orientated informa- 
tion, which is not presently required to be disclosed in 
filings with the Commission, and may result in meaning- 
less “boiler plate” statements. 


7. Format of Annual Report to Security Holders. 


As amended, Subparagraphs (b)(10) of Rule 14a-3 and 
(a)(10) of Rule 14c-3 provide that the annual report to 
security holders may be in any form deemed suitable by 
management so long as the information required by Rules 
14a-3 and 14c-3 is contained therein. The Subparagraphs 
specifically permit the information required by the 
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amended rules to be set forth in an appendix or other 
separate section of the annual report to security holders. 
A note to such Subparagraphs encourages the utilization 
of charts and graphic illustrations to present financial in- 
formation in an understandable format. However, such 
presentations of financial information must be consistent 
with the data in the financial statements and notes thereto 
contained in the annual report to security holders. 


8. Applicability to Investment Companies. 


New Subparagraphs (b)(11) of Rule 14a-3 and (a)(11) of 
Rule 14c-3 permit the annual report to security holders 
of a registered investment company to be in any form 
deemed suitable by management so long as the financial 
statements required by Subparagraphs (b)(1) through 
(b)(3) of Rule 14a-3 and (a)(1) through (a)(3) of Rule 
14c-3 are contained therein. The Subparagraphs also pro- 
vide that the information requirements of Subparagraphs 
(b)(4) through (b)(10) of Rule 14a-3 and (a)(4) through 
(a)(10) of Rule 14c-3 are not applicable to reports of such 
investment companies. 


9. Proposed Amendment Not Adopted. 


As proposed in Exchange Act Release No. 10591, an annual 
report to security holders would have been required to 
include textual information which would, in the opinion 
of management, indicate the nature and scope of the is- 
suer’s liquidity position and working capital requirements 
based on such considerations as peak seasonal demands for 
working capital, availability and cost of credit, policies as- 
sociated with the extension of credit to customers, pur- 
chase commitments related to inventories, policies follow- 
ed as to the magnitude of inventory to be maintained, and 
future financing requirements and plans. The Commission 
has determined not to adopt this proposal at this time be- 
cause of a lack of objective standards with respect to these 
types of disclosure. 


B. Provisions Relating to the Dissemination of Annual 
Reports to Security Holders. 


The Commission is concerned that some security holders 
whose securities are held in street name or otherwise by a 
record holder may not receive copies of the annual report 
or of proxy solicitation material. Since, in many cases, 
brokers, dealers, banks, or their nominees, hold securities 
in their names on behalf of a beneficial owner, the issuer 
will only have the names and addresses of the record hold- 
ers and will not be able to forward directly to its benefi- 
cial owners its proxy soliciting material and the annual re- 
port to security holders. 


Rule 14c-7 of the Information Statement Rules under the 
Exchange Act presently requires that, if the issuer knows 
that securities of any class entitled to vote at a meeting 
are held of record by a broker, dealer, bank or voting 
trustee, or their nominees, the issuer must inquire of 

such record holder whether other persons are the benefi- 
cial owners. If there are other beneficial owners, the rule 
requires the issuer to obtain from the record holder infor- 
mation as to the number of copies of the information 
statement, and if an annual report is required, of the an- 


nual report, necessary to supply these documents to the 

beneficial owners of the securities. The issuer is then re- 

quired to supply as many copies as are needed and to pay 
reasonable expenses to the record holder for completing 

the mailing ot the material to the beneficial owners 


As adopted, Paragraph (d) of Rule 14a-3 will impose the 
same obligations on the issuer when it solicits proxies in 
order to help assure that all beneficial owners have timely 
access to the financial and business information now re- 
quired to be included in the annual report to security hold 
ers. A note has been added under Rules 14a-3(d) and 14c-7 
to clarify the issuer’s obligations to make appropriate in- 
quiry of a central certificate depository system and of the 
participants in such a system whenever some of the issuer’s 
securities are registered in the name of a nominee for a 
central depository system, such as “‘Cede & Co."’ A second 
note, formerly under Rules 14a-3(b) and 14c-3(a), has been 
set forth under Rules 14a-3(d) and 14c-7 to permit issuers 
to send one annual report to a holder of record at a particu- 
lar address whenever there are several holders of record at 
that same address who agree in writing to such a procedure. 
The note has been revised, however, to indicate clearly 

that such a procedure is not available where banks, broker- 
dealers and other persons hold securities on behalf of bene- 
ficial owners and that such persons are not relieved of any 
obligation to obtain or send annual reports to the benefi 
cial owners. A third note calls the attention of issuers to 
the fact that broker-dealers have an obligation pursuant 

to the applicable self-regulatory requirements to obtain 
and distribute annual reports in a timely manner to bene- 
ficial owners for whom such broker-dealers hold securities. 


C. Provisions Relating to the Dissemination of Annual 
Reports on Form 10-K or 12-K 


The amendments to Rules 14a-3 and 14c-3 have been 
designed to help assure that security holders, including 
beneficial owners of securities, receive an annual report 
to security holders containing meaningful business and 
financial information. However, some security holders 
will be interested in more detailed and extensive informa- 
tion of the type that appears in an issuer’s annual report 
on Form 10-K or 12-K required to be filed with the Com- 
mission pursuant to Rule 13a-1 under the Exchange Act. 
Such reports are available for inspection and copying at 
the Commission’s Public Reference Rooms upon the pay- 
ment of the requisite fees. The Commission is of the opin- 
ion that interested security holders, as of the record date 
for an annual meeting of security holders, should be able 
to obtain such reports directly from the issuer on a time- 
ly basis. Accordingly, the Commission has adopted Sub- 
paragraphs (b)(9) of Rule 14a-3 and (a)(9) of Rule 14c-3 
which require that management’s proxy statement, or the 
issuer’s information statement, or the annual report to 
security holders contain an undertaking in bold face or 
otherwise reasonably prominent type to provide without 
charge to each person solicited, or to each person furnish- 
ed an information statement, on the written request of 
any such person, a copy of the issuer’s annual report on 
Form 10-K or 12-K, including the financial statements 
and the schedules thereto, for its most recent fiscal year 
required to be filed with the Commission pursuant to Rule 
13a-1 under the Exchange Act. Because of the length of 
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certain exhibits to such reports an issuer may impose a 
reasonable fee limited to its reasonable expenses in con- 
nection with providing copies of the exhibits to the annual 
reports on Form 10-K or 12-K, provided that all annual re- 
ports on Form 10-K or 12-K furnished to requesting secur- 
ity holders are accompanied by a list briefly describing all 
exhibits not contained therein and indicating the reason- 
able fee for obtaining any such exhibit. Issuers who elect 

to file an annual report under the Exchange Act on Form 
USS are also required to undertake to furnish copies of such 
a report in accordance with these Subparagraphs. 


Several letters of comment requested a clarification as to 
whether an issuer, upon written request, would be required 
to furnish copies of its annual report on Form 10-K or 

12-K to beneficial owners of its securities. A note has been 
added indicating that an issuer shall furnish a copy of its 
annual report on Form 10-K or 12-K upon receipt of a 
beneficial owner’s written request containing a good faith 
representation that the person making the request was the 
beneficial owner, as of the record date, of securities entitled 
to vote at the meeting of security holders. 


Several letters of comment requested a clarification with 
respect to an issuer’s obligation to furnish copies of the 
amendments to its annual report on Form 10-K or 12-K. 
It is the Commission’s position that an issuer, upon receipt 
of an appropriate written request at any time prior to the 
record date for the next annual meeting of security holders, 
must furnish a copy of its annual report on Form 10-K or 
12-K including all amendments, if any, which have been 
filed to that date. However, an issuer is not required under 
the proxy rules to furnish subsequently filed amendments 
to its Form 10-K or 12-K to security holders previously 
furnished copies of the annual report on Form 10-K or 
12-K unless a security holder had specifically requested a 
copy of the annual report on Form 10-K or 12-K and all 
amendments subsequently filed, in which case the issuer 
would furnish all subsequently filed amendments until it 
files a Form 10-K or 12-K for its next fiscal year. 


- a, ee 


The Commission hereby amends Rules 14a-3, 14c-3 and 
14c-7 pursuant to Sections 14(a), 14(c) and 23(a) of the 
Securities Exchange Act of 1934, as amended, effective 
December 20, 1974 with respect to issuers who have 
fiscal years ending on or after that date and who solicit 
proxies or furnish information statements on or after that 
date. The Commission finds that the changes reflected in 
the amendments from the amendments as proposed for 
comment have already been generally subject to public 
comment or are technical in nature and that further 
notice and other rule making procedure pursuant to the 
Administrative Procedure Act are not necessary. 


The full text of Rules 14a-3, 14c-3 and 14c-7, as amended, 
is attached hereto. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


Rules 14a-3, 14c-3 and 14c-7, as amended. 
(Changes from existing rules in italics). 
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RULE 14a-3. INFORMATION TO BE FURNISHED TO 
SECURITY HOLDERS 


(a) No solicatation subject to this regulation shall be made 
unless each person solicited is concurrently furnished or 
has previously been furnished with a written proxy state- 
ment containing the information specified in Schedule 14A. 


(b) If the solicitation is made on behalf of the management 
of the issuer, and relates to an annual meeting of security 
holders at which directors are to be elected, each proxy 
statement furnished pursuant to paragraph (a) shall be 
accompanied or preceded by an annual report to security 
holders as follows: 


(1) The report shall contain, in comparative columnar form, 
such financial statements for the last two fiscal years, pre- 
pared on a consistent basis, as will in the opinion of the 
management adequately reflect the financial position of 
the issuer at the end of each such year and the results of 
its operations for each such year: Provided, however, that 
investment companies registered under the Investment 
Company Act of 1940 need include such financial state- 
ments only for the last fiscal year. Consolidated financial 
statements of the issuer and its subsidiaries shall be in- 
cluded in the report if they are necessary to reflect ade- 
quately the financial position and results of operations of 
the issuer and its subsidiaries, but in such case the individ- 
ual statements of the issuer may be omitted even though 
they are required to be included in reports to the Commis- 
sion. Such financial statements and the notes thereto 
shall be in roman type at least as large and as legible as 
10-point modern type except that to the extent necessary 
for convenient presentation financial statements, but not 
the notes thereto, may be in roman type at least as large 
and as legible as 8-point modern type. All such type shall 
be leaded at least 2 points. The Commission may, upon 
the request of the issuer, permit the omission of financial 
statements for the earlier of such two fiscal years upon a 
showing of good cause therefor. 


(2) Any differences, reflected in the financial statements 
included in the report to security holders, from the prin- 
ciples of consolidation or other accounting principles or 
practices, or methods of applying accounting principles or 
practices, applicable to the financial statements of the issuer 
filed or proposed to be filed with the Commission, which 
have a material effect on the financial position or results of 
operation of the issuer, shall be noted and the effect thereof 
reconciled or expiained jn the financial statements or the 
notes thereto in such report. Financial statements included 
in the report may, however, omit such details or employ 
such condensation as may be deemed suitable by the man- 
agement: Provided, that such statements, considered as 

a whole in the light of other information contained in the 
report shall not by such procedure omit any material in- 
formation necessary to a fair presentation or to make the 
financial statements not misleading under the circum- 
stances. 


(3) The financial statements for the last two fiscal years 
required by Subparagraph (b)(1) shall be certified by inde- 
pendent public or certified accountants, unless (i) the cor- 
responding statements included in the issuer’s annual report 
filed or to be filed with the Commission for the same fiscal 
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years are not required to be certified, or (ii) the Commis- 
sion finds in a particular case that certification would be 
impracticable cr would involve undue effort or expense. 


(4) The report shall include a summary of the issuer’s 
operations containing the information required by Item 
2 of Form 10-K except for the reconciliations, exhibits 
and supplemental information required by the instruc- 
tions thereto. 


Note 1: Subparagraph (b)(10) permits the information 
required by this subparagraph to be set forth in any form 
deemed suitable by management. 


Note 2: Guide 1 of the Guides for the Preparation and 
Filing of Reports and Registration Statements Under the 
Act (Release 34-10961, August 14, 1974; 39 Fed. Reg. 
31894) and any other guides subsequently published by 
the Commission relating to Item 2 of Form 10-K apply 
to annual reports to security holders. 


(5) The report shall contain a brief description of the 
business done by the issuer and its subsidiaries during the 
most recent fiscal year which will, in the opinion of man- 
agement, indicate the general nature and scope of the 
business of the issuer and its subsidiaries. 


(6) The report shall contain information as comprehen- 
sive as that required by Item 1(c)(1) of Form 10-K re- 
garding the issuer’s lines of business and by Item 1(c) 
(2) of Form 10-K regarding its classes of similar prod- 
ucts and services. 


Note: Subparagraph (b)(10) permits the information 
required by this subparagraph to be set forth in any form 
deemed suitable by management. 


(7) The report shall identify each of the issuer’s direc- 
tors and executive officers, and shall indicate the prin- 
cipal occupation or employment of each such person and 
the name and principal business of any organization by 
which such person is s0 employed. 


Note: The term “executive officer’ means the presi- 
dent, secretary, treasurer, any vice president in charge 
of a principal business function (such as sales, admin- 
istration or finance) and any other person who per- 
forms similar policy making functions for the issuer. 


(8) The report shall identify the principal market in 
which securities of any class entitled to vote at the meet- 
ing are traded, and shall state the high and low sales 
prices for such securities (or, in the absense of such in- 
formation, the range of bid and asked quotation) and 
the dividends paid on such securities for each quarter- 

ly period during the issuer’s two most recent fiscal 

years. 


(9) Management’s proxy statement, or the report, 

Shall contain an undertaking in bold face or otherwise 
reasonably prominent type to provide without charge 
to each person solicited, on the written request of any 
such person, a copy of the issuer’s annual report on 
Form 10-K or 12-K, including the financial statements 
and the schedules thereto, required to be filed with the 





Commission pursuant to Rule 13a-1 under the Act for the 
issuer’s most recent fiscal year, and shall indicate the 
name and address of the person to whom such a written 
request is to be directed. In the discretion of management, 
an issuer need not undertake to furnish without charge 
copies of all exhibits to its Form 10-K or 12-K, provided 
that the copy of the annual report on Form 10-K or 12- 
K furnished without charge to requesting security hold- 
ers is accompanied by a list briefly describing all the ex- 
hibits not contained therein and indicating that the is- 
suer will furnish any exhibit upon the payment of a spec- 
ified reasonable fee which fee shall be limited to the is- 
suer’s reasonable expenses in furnishing such exhibit. 


Note: Pursuant to the undertaking required by the above 
subparagraph, an issuer shall furnish a copy of its annual 
report on Form 10-K or 12-K to a beneficial owner of 

its securities upon receipt of a written request from such 
person. Each request must set forth a good faith represen- 
tation that, as of the record date for the annual meeting 
of the issuer’s security holders, the person making the 
request was a beneficial owner of securities entitled to 
vote at such meeting. 


(10) Subject to the foregoing requirements, the report 
may be in any form deemed suitable by management 
and the information required by subparagraphs (b) (4) 
to (b)(9) may be presented in an appendix or other 
separate section of the report, provided that the atten- 
tion of security holders is called to such presentation. 


Note: Issuers are encouraged to utilize tables, sched- 
ules, charts, and graphic illustrations to present finan- 
cial information in an understandable manner. Any pre- 
sentation of financial information must be consistent 
with the data in the financial statements contained in 
the report and, if appropriate, should refer to relevant 
portions of the financial statements and notes thereto. 


(11) Subparagraphs (b)(4) through (b)(10) shall not 
apply to an investment company registered under the 
Investment Company Act of 1940. Subject to the re- 
quirements of subparagraphs (b)(1) through (3), the 
annual report to security holders of such investment 
company may be in any form deemed suitable by manage- 
ment. 


(12) This paragraph (b) shall not apply, however, to solici- 
tations made on behalf of the management before the 
financial statements are available if solicitation is being 
made at the time in opposition to the management and if 
the management’s proxy statement includes an undertak- 
ing in bold face type to furnish such annual report to 

all persons being solicited, at least 20 days before the date 
of the meeting. 


(c) Seven copies of the report sent to security holders 
pursuant to this rule shall be mailed to the Commission, 
solely for its information, not later than the date on 
which such report is first sent or given to security hold- 
ers or the date on which preliminary copies of solicita- 
tion material are filed with the Commission pursuant to 
Rule 14a-6(a), whichever date is later. The report is not 
deemed to be “‘soliciting material” or to be “’filed’”’ with 
the Commission or subject to this regulation otherwise 
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operations containing the information required by Item 2 
of Form 10-K except for the reconciliations, exhibits and 


supplemental information required by the instructions there- 


Note 1: Subparagraph (a)(10) permits the information re- 
quired by this subparagraph to be set forth in any form 
deemed suitable by management. 


Note 2: Guide 1 of the Guides for the Preparation and Fil- 


ing of Reports and Registration Statements Under the Act 
(Release 34-10967, August 14, 1974; 39 Fed. Reg. 31894) 
and any other guides subsequently published by the Com- 
mission relating to Item 2 of Form 10-K apply to annual 
reports to security holders. 


(5) The report shal/ contain ¢ 
ness done by the issuer and its subsidiaries during the most 


recent fiscal year which will, in the opinion of manage- 
ment, indicate the general nature and scope of the busi- 
ness of the issuer and its subsidiaries. 


te 


6) The report shall contain information as comprehen- 
sive as that required by Item 1(c)(1) of Form 10-K regard- 
ing the issuer's lines of business and by Item 1(c)(2) of 
Form 10-K regarding its classes of similar products and 
Services. 


Note: Subparagraph (a})(10) permits the information re- 
quired by this subparagraph to be set forth in any form 
deemed suitable by management. 


(7) The report shall identify each of the issuer’s directors 
and executive officers, and shall indicate the principal 
occupation or employment of each such person and the 
name and principal business of any organization by which 
such person is so employed. 


Note: The term “executive officer’’ means the presi- 
dent, secretary, treasurer, any vice president in charge of 
a principal business function (such as sales, administra- 
tion or finance) and any other person who performs simi- 
lar policy making functions for the issuer. 


(8) The report shall identify the principal market in 

which securities of any class entitled to vote at the meet- 
ing are traded, and shall state the high and low sales 

priee for such securities (or, in the absense of such in- 
formation, the range of bid and asked quotation) and the 
dividends paid on such securities for each quarterly period 
during the issuer’s two most recent fiscal years. 


(9) The information statement, or the report, shall con- 
tain an undertaking in bold face or otherwise reasonably 
prominent type to provide without charge to each per- 
son furnished a copy of the information statement, on 
the written request of any such person, a copy of the 
issuer’s annual report on Form 10-K or 12-K, including 
the financial statements and the schedules thereto, re- 
quired to be filed with the Commission pursuant to Rule 
13a-1 under the Act for the issuer’s most recent fiscal 
year, and shall indicate the name and address of the per- 
son to whom such a written request is to be directed. 

In the discretion of management, an issuer need not un- 
dertake to furnish without charge copies of all exhibits 
to its Form 10-K or 12-K, provided that the copy of the 


brief description of the busi- 


annual report on Form 10-K or 12-K furnished without 
charge to requesting security holders is accompanied by a 
list briefly describing ali the exhibits not contained there 
in and indicating that the issuer will furnish any exhibit 
upon the payment of a specified reasonable fee which 
fee shall be limited to the issuer’s reasonable expense in 
furnishing such exhibit. 


Note: Pursuant to the undertaking required by the above 
subparagraph, an issuer shail furnish a copy of its annual 
report on Form 10-K or 12-K to a beneficial owner of 
its securities upon receipt of a written request from such 
person. Each request must set forth a good faith repre- 
sentation that, as of the record date for the annual meet- 
ing of the issuer’s security holders, the person making 
the request was a beneficial owner of securities entitlec 
to vote at such meeting. 


(10) Subject to the foregoing requirements, the rey 
may be in any form deemed suitable by management a 
the information required by subparagraphs (a}(4) t 
(a)(9) may be presented in an appendix or other separate 
section of the report, provided that the attention of se 
curity holders is called to such presentation 


Note: Issuers are encouraged to utilize tables, schedules, 
charts, and graphic illustrations to present financial! in- 
formation in an understandable manner. Any presentation 
of financial information must be consistent with Jata 
in the financial statements contained in the report and, 

if appropriate, should refer to relevant portions of the 
financial statements and notes thereto. 


the 


(11) Subparagraphs (a)(4) through (a){10) shall not 
apply to an investment company registered under the 
Investment Company Act of 1940. Subject to the re 
quirements of subparagraphs (a)(1) through (3), the 
annual report to security holders of such investment com 
pany may be in any form deemed suitable by manage- 
ment. 


(b) Seven copies of the report sent to security holders pur 
suant to this rule shall be mailed to the Commission, sole 
ly for its information, not later than the date on which suct 
report is first sent or given to security holders or the date 
on which preliminary copies of the information statement 
are filed with the Commission pursuant to Rule 14c-5, 
whichever date is later. The report is not deemed to be 
“filed’’ with the Commission or subject to this regulation 
otherwise than as provided in this rule, or to the liabili- 
ties of Section 18 of the Act, except to the extent that 
the issuer specifically requests that it be treated as a part 
of the information statement or incorporates it therein 

by reference. 


Note: To assist the staff, managements of issuers are re 
quested to indicate in a letter transmitting to the Commis 
sion copies of their annual reports to shareholders or ina 
separate letter at or about the time the annual report is 
furnished to the Commission, whether the financial state 
ments in the report reflect a change from the preceding 
year in any accounting principles or practices or in the 
method of applying any such principles or practices 


* - . * 
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E 14c-7. PROVIDING COPIES OF MATERIAL 
CERTAIN BENEFICIAL OWNERS 


ssuer knows that securities of any class entitled to 
t a meeting are held of record by a broker, dealer, 
r voting trustee, or their nominees, the issuer shall 
of such record holder whether other persons are 
ficial owners of such securities and, if so, the 

\umber of copies of the information statement and, in the 
case of an annual meeting at which directors are to be 
elected, the number of copies of the annual report to 
security holders, necessary to supply such material to 
such beneficial owners for whom proxy material has not 
been and is not to be made available. The issuer shall 
supply such record holder with additional copies in such 
quantities, assembled in such form and at such a place, 

; the record holder may reasonably request in order to 
address and send one copy of each to each beneficial 
owner of securities so held and shall, upon the request of 
such record holder, pay its reasonable expenses for com- 
pleting the mailing of such material to security holders to 
whom the material is sent. 


Note 1: If the issuer’s list of security holders indicates 
that some of its securities are registered in the name of 
“Cede & Co.”, a nominee for the Depository Trust Com- 
any, or in the name of a nominee for any central certi- 
ficate depository system, an issuer shall make appropri- 
ate inquiry of the central depository system and there- 
after of the participants in such a system who may hold 
on behalf of a beneficial owner, and to comply with the 
above rule with respect to any such participant. 


Note 2: The requirement for sending an annual report 
to security holders of record having the same address 
will be satisfied by sending at least one report to a hold- 
er of record at that address provided that those hoiders 
of record to whom a report is not sent agree thereto in 
writing. This procedure is not available to issuers, how- 
ever, where banks, broker-dealers and other persons 
hold securities in nominee accounts or “street names” 
on behalf of beneficial owners, and such persons are 
not relieved of any obligation to obtain or send such 
annual report to the beneficial owners. 


Note 3: The attention of issuers is called to the fact that 
broker-dealers have an obligation pursuant to applicable 
self-regulatory requirements to obtain and forward an- 
nual reports and information statements in a timely 
manner to beneficial owners for whom such broker- 
dealers hold securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11080/October 31, 1974 


Admin. Proc. File No. 3-4387 
In the Matter of 


EDWARD M. GALLAGHER 
69 Wildwood Road 
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Ridgewood, New Jersey 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


In these proceedings under the Securities Exchange Act, 
Edward M. Gallagher, president of Fantastic Fudge, Inc., 
has submitted an offer of settlement which the Commis- 
sion has determined to accept. Solely for the purpose of 
settling these proceedings, and without admitting or 
denying the allegations in the order for proceedings, 
Gallagher consents to certain findings of misconduct and 
to entry of an order of censure. 


On the basis of the offer of settlement, it is found that 
respondent willfully aided and abetted violations of Sec- 
tion 10(b) of the Exchange Act and Rule 10(b)(5) there- 
under in that he knew or should have known that some 
6,000 shares of Fantastic stock transferred by him to 
another person were to be used to compensate a securi 
ties salesman for selling Fantastic stock to customers 
without disclosure of such compensation. 1/ 


In view of the foregoing, it is in the public interest to 
impose the sanction specified in the offer of settle- 
ment. 


Accordingly, 1T 1S ORDERED that Edward M. Galla 
gher be, and he hereby is, censured. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11081/October 31, 1974 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (‘Exchange Act’’) the temporary suspension of 
over-the-counter trading in the securities of Amcourt 
Systems, Inc., a Florida corporation, located in Miami, 
Florida for one 10-day period commencing at 3:15 p.m. 
(EST) on October 31, 1974 and terminating at midnight 
(EST) on November 9, 1974. 


The Commission initiated the trading suspension at the 


request of Amcourt Systems, Inc. and because the company 
has failed to comply with the financial reporting provisions 


of the Exchange Act, resulting in the lack of current and 
accurate information available to the public. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 



















































Furthermore, brokers and dealers should be alert to the fact 


that, pursuant to Rule 15c2-11 under the Exchange Act, at 


the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 


all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 


said rule, he should not enter any quotation but immediate- 
ly contact the staff of the Division of Enforcement in Wash- 
ngton, D. C. If any broker or dealer is uncertain as to what 


is required by Rule 15c2-11, he should refrain from enter- 
ing quotations relating to the securities in question until 
such time as he has familiarized himself with said rule and 
is certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in violation 
of said rule, the Commission will consider the need for 
prompt enforcement action. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18627/October 24, 1974 


in the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
New York, New York 


CNG DEVELOPMENT COMPANY, LTD. 
CNG PRODUCING COMPANY 


CONSOLIDATED NATURAL GAS SERVICE COMPANY, 


INC, 
CONSOLIDATED SYSTEM LNG COMPANY 
CONSOLIDATED GAS SUPPLY CORPORATION 
THE EAST OHIO GAS COMPANY 
THE PEOPLES NATURAL GAS COMPANY 
THE RIVER GAS COMPANY 
WEST OHIO GAS COMPANY 
(70-5501) 


SUPPLEMENTAL ORDER REGARDING PROPOSED 


ISSUE AND SALE OF SHORT-TERM NOTES TO BANKS 
BY HOLDING COMPANY AND ACQUISITION OF COM- 


MON STOCK OF SUBSIDIARY COMPANIES 


Consolidated Natural Gas Company (“Consolidated”), a regis- 


tered holding company, and its above-named subsidiary 


companies have filed with this Commission a post-effective 
amendment to the application-declaration in this proceeding 
pursuant to Sections 6(b), 9(a), and 10 of the Public Utility 
Holding Company Act of 1935 (“Act’’) regarding the follow- 


ing proposed transactions. 


By order in this proceeding dated June 20, 1974 (HCAR No. 


18466), the Commission authorized Consolidated to issue 
and sell up to $60,000,000 of short-term notes to a group 


of banks during 1974 to finance gas storage inventories and 


up to $50,000,000 of commercial paper notes for working 


capital purposes. Said order also authorize 
by Consolidated of various capital expenditure 
ing Capital requirements of its subsidiaries. Cor 
stated that part of the funds required for suct 
would be provided by the contemplated sal 
securities. 


Consolidated now proposes, in order to provide temporary 


financing for capital expenditures prior to the propos: 
sale of preferred stock by January 31, 1975, to issue < 
sell on one or more dates up to December 31, 1974 


$40,000,000 of its unsecured promissory not 
maturing January 31, 1975 without 
fee, at the prime commercial rate of interest in effect 
time to time at Chase Manhattan Bank, N.A. Rey 
will be made from the proceeds of the plann 
preferred stock. The names of the partic 

the amounts of their participation a 


commit 


New York City 


The Chase Manhattan Bank, N.A. $17,700,000 
The First National City Bank 4,000,000 
Manufacturers Hanover Trust 
Company 1,600,000 
Irving Trust Company 1,600,000 
Bankers Trust Company 1,600,000 
Morgan Guaranty Trust Company 500,000 
Cleveland Ohio 
The National City Bank of Cleveland 2,800,000 
Society National Bank 1,200,000 
Central National Bank of Cleveland 1,200,000 
The Cleveland Trust Company 500,000 
Union Commerce Bank 500,000 
Pittsburgh, Pennsylvania 
Pittsburgh National Bank 4,000,000 
Mellon Bank N.A. 1,600,000 
The Union National Bank of 
Pittsburgh ___ 1,200,000 
$40,000,000 


Consolidated proposes that the 8% exemption previously 
granted from the provisions of Section 6(a) of the Act 

in this proceeding be increased to a maximum of 12% 

in order to permit Consolidated to have outstanding at 
any one time until January 31, 1975, up to $90,000,000 
of short-term notes, consisting of said $40,000,000 of 
bank notes and the $50,000,000 of commercial paper 
notes previously authorized. No compensating balance 
requirements are imposed because of the level of bank 
deposits regularly maintained by the Consolidated com- 
panies, the average of such deposits amounting to 
approximately $24,000,000 for 1973. It is stated that 
based on a requirement of 10% of the proposed credit 
line and 10% of average borrowings thereunder, the 
average compensating balances would have amounted 

to approximately $15,000,000 for the year 1973. 


in said order of the Commission dated June 20, 1974, 
Consolidated was authorized to acquire, and CNG 
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Producing Company (“Producing Company”) was auth- 
orized to issue and sell to Consolidated, 53,000 shares 
of Producing Company‘s common stock, $100 par value, 

at par. On account of accelerated exploration and develop- 
mental work, Producing Company issued and Consolidated 
acquired all of the 53,000 shares so authorized by Septem- 
ber 30, 1974. Producing Company finds that it will require 
an additional amount, estimated at $1,500,000, in order to 
finance capital expenditures through December 1974. 
Therefore, Producing Company now proposes that it be 
allowed to issue and sell from time to time through 
December 1974 an aggregate of 15,000 more shares of 

its common stock, and Consolidated proposes to acquire 
such shares at the par value thereof 


Finally, it is stated that at the time of theoriginal filing 

in this proceeding, no need of financing for CNG De- 
velopment Company Ltd. (“Development Company”) 
was foreseen. However, it presently appears that Develop- 
ment Company will require $300,000 (Canadian) between 
the date of the filing and the year end in order to finance 
capital investments in Canada. Therefore, Development 
Company proposes that it be authorized to issue and sell, 
at par, an aggregate of 3,000 shares of its common stock, 
$100 (Canadian) par value, from time to time through 
December 1974, and Consolidated proposes to acquire 
such shares at the par value thereof. 


The Rule 24 certificates of notification with respect to 
the proposed transactions are to be filed on a quarterly 
basis. No State commission and no Federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said post-effective amendment 
to the application-declaration has been given in the man- 
ner prescribed in Rule 23 promulgated under the Act 
(Holding Company Act Release No. 18582), and no hear- 
ing has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public in- 
terest and in the interest of investors and consumers that 
application-declaration, as amended by said post- 
effective amendment, be granted and permitted to become 
effective: 





said 


iT 1S ORDERED, pursuant to the applicable provisions of 
the Act and the rules thereunder, that said enplication- 
declaration, as amended by said post-effe~.iive amendment, 
be, and it hereby is, granted and permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act except 
that the time for filing the certification thereunder is ex 
tended as previously indicated. 


For tt 
tio 


»e Commission, by the Division of Corporate Regula- 
, Pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18628/October 24, 1974 


In the Matter of 


NORTHEAST UTILITIES 
West Springfield, Massachusetts 


(70-5520) 


ORDER RELEASING JURISDICTION 


By orders dated October 21 and 22, 1974 in this proceeding 
(HCAR Nos. 18615 and 18618), Northeast Utilities (‘’North- 
east’), a registered holding company, was authorized to issue 
and sell common stock and was granted an exception from 
the competitive bidding requirements of Rule 50. Jurisdiction 
was reserved with respect to the number of shares and terms 
and conditions of the sale, including the price to Northeast 
and the underwriter’s compensation. 


Northeast has filed an amendment in this proceeding inform. 
ing the Commission that Northeast has executed a contract, 
subject to the approval of this Commission, with the under- 
writing group which has been formed to market Northeast's 
common stock. The underwriting syndicate has contracted 
to purchase for public redistribution 4,500,000 shares of 
Northeast’s common stock with the right to purchase an add 
tional 500,000 shares, if required to cover overallotments. The 
public offering price will be fixed just prior to the commence 
ment of the public distribution, and will be closely related to 
the last reported price of Northeast’s common stock on the 
New York Stock Exchange immediately prior to determina- 
tion of the public offering price. The public offering will be 
(a) not more than $.50 per share plus the higher of the last 
reported sale price or last reported asked price; and (b) not 
iess than the lower of the last reported sale price or last re- 
ported bid price, minus $.25 per share. The underwriter’s 
compensation will be not more than 66 cents per share. North 


east will receive the public offering price, less the underwriter’ 


compensation. The maximum selling commission to dealers 
will be $.50 per share. As of the close of trading on October 
24, 1974, the closing price of Northeast’s common stock was 
6-1/8; the closing bid and asked price was 6 and 6-1/8. Within 
the limits indicated, the public offering price will be governed 
by the then market price. 


The amendment and the underwriting contracts it embodies 
specify, within an appropriate range, the consideration to be 
received by Northeast for the sale of its common stock and 
the compensation to be received by the underwriters. The 
price at which the shares are to be publicly sold is directly de- 
pendent on the established market value of such shares at 
the time of sale. The proposed underwriter’s compensation 
has been compared with a study of the underwriting costs 
incurred by electric public utility companies and holding com 
panies (including such companies which also have gas utility 
operations), whether or not subject to the Act, which have 
offered common stock to the public since January 1, 1973. 
The recent market history of both the common shares of 
Northeast and of the other companies in the electric utility 
industry has also been examined, together with the relevant 
qualitative factors affecting each such issue. 
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it is found that, under current market conditions, both the 
minimum price to be received by Northeast and the maxi- 
mum underwriting compensation provided for in the con- 
tracts proposed for the sale of this issue are reasonable and 
that all of the requirements of the Act and of the rules 
thereunder, including the requirements of Section 7(d), are 
satisfied. 


IT iS ORDERED that the jurisdiction reserved in the Orders 
of October 21, and October 22, 1974, over the number of 
shares to be offered by Northeast and over the terms and 
conditions of such offering be and the same hereby is re- 
leased and that the proposed transactions may be consum- 
mated, without further order, in accordance with Rule 24. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18629/October 25, 1974 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 46801 
(70-5332) 


SUPPLEMENTAL ORDER REGARDING INCREASING 
THE MAXIMUM AMOUNT OF SHORT-TERM INDEBT- 
EDNESS AND THE ISSUE AND SALE OF NOTES TO 
BANKS; AND GRANTING EXCEPTION FROM COM- 
PETITIVE BIDDING 


Indiana & Michigan Electric Company (“1&M’’), an electric 
utility subsidiary company of American Electric Power 
Company, Inc., a registered holding company, has filed 
with this Commission post-effective amendments to the 
application previously filed in this matter, pursuant to 
Section 6(b) of the Public Utility Holding Company Act 

of 1935 (“*Act’’) and Rule 50(a)(5) promulgated there- 
under regarding the following proposed transactions. 


By orders dated June 29, 1973, June 7, 1974, June 11, 
1974 and July 5, 1974 (Holding Company Act Release 
Nos. 18014, 18445, 18453 and 18479), this Commission, 
among other things, authorized the issuance and sale of 
short-term notes by 1&M to 38 banks which have agreed 
to purchase up to $135,387,500. At the time of said 
orders, the maximum amount of short-term indebtedness 
which 1&M was authorized to incur at any one time was 
$125,000,000. 


It is now proposed that 1&M incur short-term indebted- 
ness in an aggregate amount not to exceed $150,000,000. 
In no event would the borrowings by 1&M of short-term 
funds through the issuance and sale of notes to banks and 
commercial paper to dealers in commercial paper exceed 


the maximum amount allowable both under |&M’s Articles 
of Acceptance and the consent granted by 1&M’‘s Cumula- 
tive Preferred stockholders permitting an increase in the 
amount of unsecured short-term debt that 1&M could incur, 
which maximum amount as of June 30, 1974 was approxi- 
mately $175,000,000. 


Each note payable to a bank to be issued by 1&M will be 
dated as of the date of the borrowing which it evidences 
and will mature not more than 270 days afte the date of 
issuance or renewal thereof. The notes are to be issued from 
time to time prior to December 31, 1974, as funds are re- 
quired, provided that none of the notes will mature later 
than June 30, 1975. 


Each note will bear interest no greater than the prime rate 
of commercial banks at the time of issuance or in effect 
from time to time and will be prepayable at any time with- 
out premium or penalty. It is stated that 1&M will not pay 
any fees or charges to any of such banks in connection with 
the issuance and sale of the notes. Sufficient bank balances 
to meet operating and financial needs are kept at the banks 
to satisfy any compensating balance requirements of such 
banks in connection with the borrowing. If the average of 
such bank balances were maintained solely in order to fulfill 
the prevailing compensating balance requirements of such 
banks, generally between 15% and 20%, the effective inter- 
est cost to 1&M of issuance and sale of such notes to banks, 
assuming a 12% prime interest rate, would range between 
14% and 15%. 


The commercial paper will be in the form of promisso 
notes in denominations of not less than $50,000 nor more 
than $5,000,000 and will be of varying maturities, with no 
maturity more than 270 days after the date of issue; none 
will be prepayable prior to maturity. The commercial! paper 
notes will be sold directly to not more than two dealers 

at a discount not in excess of the discount rate per annum 
prevailing at the time of issuance for commercial paper of 
comparable quality and maturity. No commercial paper 
notes will be issued having a maturity more than 90 days at 
an effective interest cost which exceeds the effective inter- 
est cost at which 1&M could borrow from banks. The deal- 
ers will reoffer the commercial paper notes to not more 
than 100 of their customers identified and designated in a 
list (nonpublic) prepared in advance. It is expected that 
1&M’s commercial paper notes will be held by each dealer’s 
customers to maturity but if the customers wish to resell! 
prior to maturity, the dealer, pursuant to a verbal repur- 
chase agreement, will repurchase the notes and reoffer them 
to others in its group of 100 customers. 


{&M also proposes to increase in an aggregaie amount from 
$10,000,000 to $25,000,000 the issuance and sale of such 
short-term notes to Morgan Guaranty Trust Company. |&M 
will be required to maintain compensating balances of 10% 
regarding the additional $15,000,000 of the bank lines 
made available by Morgan Guaranty Trust Company and 
additional compensating balances of 10% on the amount of 
any borrowings from this bank. If the full amount were 
borrowed from this bank, the effective interest cost to |&M 
would be 15%. 


1&M requests exception from the competitive bidding re- 
quirements of Rule 50 for the proposed issuance and sale 


SEC DOCKET/367 





of its commercial paper pursuant to paragraph (a)(5) 
thereof on the grounds that it is not practicable to invite 
competitive bids for commercial paper. 1&M also requests 
quthority to file certificates under Rule 24 with respect 
to the issue and sale of commercial paper hereafter con- 
summated pursuant to this proceeding on a quarterly 
basis. 


The proceeds from the issue and sale of the notes will be 
used by 1&M to repay short-term debts presently outstand- 
ing and to pay part of the cost of its future construction 
program. Such construction expenditures for 1974 is 
estimated to total $150,000,000. The application states 
that, unless otherwise authorized by the Commission, all 
of the short-term debt of 1&M will be retired prior to 

June 30, 1975, from internal cash resources, debt or 
equity financing, or cash capital contributions. 


nis. on and no federal commission, other 
, has jurisdiction over the proposed 


No state 
than this Cor 
transactions 


Due notice of the filing of said application has been given 
the manner prescribed in Rule 23 promulgated under 
‘t (Holding Company Act Release No. 18585), and 
that no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
ct and the rules thereunder are satisified and that no 
verse findings are necessary; and that it is in the public 
1@ interest of investors and consumers 
pplication, as now amended, be granted: 


mverest 


that said 


iT 1S ORDERED, pursuant to the applicabie provisions 
of the Act and rules thereunder, that said application, as 
now amended, be, and it hereby is, granted forthwith, 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act, except that the time for 
filing certificates thereunder is extended as previously 
indicated. 


For the Commission, by the Division of Corporate Regu 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18630/October 25, 1974 


in the Matter of 


ALABAMA POWER COMPANY 
600 North 18th Street 
Birmingham, Alabama 35291 
(70-5568) 


NOTICE OF PROPOSED TRANSACTION RELATED TO 
FINANCING OF POLLUTION CONTROL FACILITIES 


NOTICE IS HEREBY GIVEN that Alabama Power Company 
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(“Alabama’’), an electric utility subsidiary company of The 
Southern Company, a registered holding company, has 
filed an application and an amendment thereto with this 
Commission designating Section 9(a) of the Public Utility 
Holding Company Act of 1935 (‘‘Act”’) as applicable to the 
proposed transaction. All interested persons are referred to 
the application, which is summarized below, for a complete 
statement of the proposed transaction. 

Alabama states that yrder to comply with prescribed 
air and water quality control standards of the State of 
Alabama it has been and will be necessary to constru 
certain pollution control facilities. The filing relates to Ala 
bama’s proposal for its disposition and acquisition and the 
financing of pollution control facilities for use in connec 
tion with its Barry and Chickasaw steam plants located in 





Mobile County, Alabama (‘’Plants’’). It is intended that Th 
Industrial Development Board of the City of Mobile, Ala 
bama (“‘Board’’) will issue its pollution control revenue 


bonds (‘‘Revenue Bonds”’) for the purpose of paying the 
cost of the construc 
control faciltiei: 


yna of the potiution 


Alabama proposes to enter into an Installment Sale Agree 
ment (“Agreement”) with the Board which will provide 
for the acquisition and completion of the Project by the 
Board and the issuance by the Board of its Revenue Bonds 
in a principal amount estimated not to exceed $29,735,000 
the amount presently estimate 
Cost of Constructic 

of the Revenue Bonds wil 





1 to be sufficient to cover the 


leposited by the Board wit 
the trustee (‘Revenue Trustee’’) under an indenture to be 
entered into between the Board and such Trustee pursuant 
to which the Revenue Bonds are to be issued and secured 
Such proceeds will be applied to payment of the Cost of 
Construction of the Project. The Agreement also will pro 
vide for the sale of the Project to Alabama, the payment by 


Alabama of the purchase price for the Project in semi-annual 


installments over a term of years, anc 
Revenue Trustee 


1 the assignment to the 
f the Board's interest in, and of the 


moneys receiv by the Board under, the Agreement. The 
Agreement wil! provide that the purchase price for the Pro- 
ject, including interest thereon, payable by Alabama will 





be such amoun shall be sufficient (together with other 
moneys held by the Revenue Trustee for that purpose) to 
pay the principal of and premium (if any) and interest on 
the Revenue Bonds as the same becomes due and payable. 
The Agreement will also obligate Alabama to pay the fees 


and charges of the Revenue Trustee. To secure its obligations 


under the Agreement, Alabama proposes to grant to the 
Board a security interest in the Project subordinate to the 
iien of the Indenture dated as of January 1, 1942, between 
Alabama and Chemical Bank, as Trustee, as supplemented 
and amended, such subordinated security interest to be 
assigned by the Board of the Revenue Trustee along with 
the assignment by the Bo 
Agreement 


rd of its other interests under the 


The Agreement will provide that Alabama may at any time 
prepay the purchase price for the Project, including interest 
thereon, in whole or in part (at the option of Alabama), 
such payment to be sufficient to redeem or purchase the 
outstanding Revenue Bonds in the manner and to the extent 
provided in the Revenue Indenture, including applicable 


premiums which will be 3% of the principal amount in the 4 








1 of the Project. The proceeds of the sale 
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eleventh year and which will reduce by 1/2 of 1% there- 
after. The Agreement will also provide that Alabama may 
prepay the purchase price for the Project, including inter- 
est thereon, in whole at the option of Alabama in certain 
cases of undue burdens or excessive liabilities imposed 
with respect to the Project, its destruction or damage be- 
yond pragéticable or desirable repairability, and condemna- 
tion or taking by eminent domain, or if operation of the 
Plants is enjoined and Alabama determines to discontinue 
operation thereof, such redemptions to be at the principal 
amount plus accrued interest, but without premium. The 
Revenue Bonds will mature not later than 30 years from 
the first day of the month in which they are initially 
issued and will include serial maturities and/or the benefit 
of a mandatory redemption sinking fund, the effect of 
either to be calculated to retire not less than 25% of the 
aggregate principal amount of the issue prior to maturity. 


In order to comply with the applicable laws of the State 
of Alabama it will be necessary for Alabama to convey 
to the Board such portions of the Project as are now owned 
by Alabama (“Existing Facilities’) subject to said Inden- 
ture between Alabama and Chemical Bank. Under the 
Agreement, Alabama will receive, out of the proceeds of 
the Revenue Bonds, an amount equal to Alabama’s ori- 
ginal cost for the Existing Facilities, including amounts 
advanced by Alabama to the Board on account of any 
Cost of Construction. The Existing Facilities will there- 
upon become a part of the Project which is to be com- 
pleted by the Board and which Alabama proposes to pur 
chase as provided in the Agreement. 


It is contemplated that the Revenue Bonds will be sold 
by the Board pursuant to arrangements with a group of 
underwriters represented by Goldman, Sachs & Co. In 
accordance with the laws of the State of Alabama, the 
interest rate to be borne by the Revenue Bonds will be 
fixed by the Board. Alabama will not be party to the 
underwriting agreement for the Revenue Bonds. Bond 
counsel will issue an opinion that interest on the Revenue 
Bonds presently is exempt from Federal income taxation. 
Alabama has been advised that the annual interest rates 
on obligations, the interest on which is tax exempt, his- 
torically have been and can be expected at the time of 
issue of the Revenue Bonds, to be 1-1/2% to 2-1/2% 
lower than the rates of obligations of like tenor and com- 
parable quality interest on which is fully subjec to Fed- 
eral income taxation. 


It is stated that the fees, commissions, and expenses to be 
paid or incurred, directly or indirectly, in connection with 
the proposed disposition of the Existing Facilities and the 
acquisition of the Project (as distinguished from and ex- 
cluding fees, commissions, and expenses incurred or to 

be incurred in connection with obtaining the ruling of 

the Internal Revenue Service and the sale of the Revenue 
Bonds by the Board payable out of the proceeds of such 
sale) will be filed by amendment. It is further stated that 
the incurring of the obligations under the Agreement by 
Alabama will have been authorized by the Alabama Pub- 
lic Service Commission and that no other State commis- 
sion and no Federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 19, 1974, request in writing 


that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application which he desires to 
controvert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail (air mail if 
the person being served is located more than 500 miles from 
the point of mailing) upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the re 
quest. At any time after said date, the application, as amend 
ed or as it may be further amended, may be granted as pro- 
vided in Rule 23 of the General Rules and Regulations pro- 
mulgated under the Act, or the Commission may grant ex- 
emption from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem appropri- 
ate. Persons who request a hearing or advice as to whether a 
hearing is ordered will receive any notices and orders issued 
in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18631/October 29, 1974 


In the Matter of 


DELMARVA POWER & LIGHT COMPANY 
Wilmington, Delaware 
(70-5553) 


ORDER AUTHORIZING ISSUE AND SALE OF COMMON 
STOCK BY HOLDING COMPANY AND EXCEPTION FROM 
COMPETITIVE BIDDING 


Delmarva Power & Light Company (‘Delmarva’’), a regis- 
tered holding company, has filed a declaration and amend- 
ments thereto with this Commission pursuant to Sections 
6(a) and 7 of the Public Utility Holding Company Act 
(‘Act’) and Rule 50(a)(5) promulgated thereunder regard- 
ing the following proposed transaction. 


Delmarva proposes to issue and sell 1,500,000 additional 
shares of its authorized but unissued common stock, par 
value $3.37% per share. At July 31, 1974, Delmarva had 
14,974,160 shares of common stock outstanding. The com- 
pany requests that the issuance and sale of the common 

stock be excepted from the competitive bidding requirements 
of Rule 50 in order that the common stock may be sold to 
underwriters on a negotiated basis for public offering. 


The net proceeds from the sale of the common stock will 
be applied toward the retirement of unsecured short-term 
notes issued primarily for interim financing of the construc- 
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tion program of Delmarva and its subsidiaries. On Septem- 
ber 17, 1974, such unsecured short-term notes outstanding 
amounted to $51,950,000. Construction expenditures for 
the last five months of 1974 and the year 1975 are esti- 
mated at $137,702,012, including an allowance for funds 
used during construction of $10,283,912. 


in considering Delmarva’s request for an exception from 
competitive bidding, particular consideration has been 
given to the present state of the securities market for pub- 
lic-utility companies; the market prices of the common 
stocks of electric utility companies; Delmarva’s current 
financial condition; and the market price of its common 
shares (ranging from a high of 19-3/8 in 1972 to a low of 
7-1/8 in 1974). 


In authorizing the sale, the Commission is required under 
Section 7(d) to consider among other things, the price to 
be paid to Delmarva and the spread or compensation to 
the underwriters. Such data will be submitted when a 
specific agreement with underwriters is reached; according- 
ly, jurisdiction will be reserved over the terms of the issue 
which Delmarva will file with the Commission by amend- 
ment prior to the time of sale. 


The Public Service Commission of Delaware has authorized 
the proposed issuance of the common stock. No other 
State commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
action. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 18581), and no hearing has been re- 
quested of or ordered by the Commission. 


it is found, subject to the reservation of jurisdiction 
noted below, that the proposed issue and sale of common 
stock by Delmarva complies with the applicable provi- 
sions of the Act, and that Delmarva’s requested exception 
from the competitive bidding requirements of Rule 50 
satisfies the requirements of paragraph (a)(5) of the Rule. 


IT 1S ORDERED, accordingly, pursuant te the applicable 
provisions of the Act and rules thereunder, including Rule 
50(a)(5), that said declaration, as amended, be permitted 
to become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the 
Act; 


IT 1S FURTHER ORDERED that jurisdiction be, and the 
same hereby is, reserved to pass upon the number of shares 
and terms and conditions of the sale, including the price to 
Delmarva and the underwriters compensation. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Release No. 18632/October 30, 1974 
In the Matter of 


METROPOLITAN EDISON COMPANY 
Berks County, Pennsylvania 19605 


GENERAL PUBLIC UTILITIES CORPORATION 
New York, New York 10005 


(70-5559) 


ORDER AUTHORIZING PROPOSED LOAN AGREE- 
MENT AND THE ISSUANCE OF A FIRST MORTGAGE 
BOND AND GRANTING EXCEPTION FROM COM- 
PETITIVE BIDDING 


General Public Utilities Corporation (“GPU”), a registered 
holding company, and its electric utility subsidiary, Metro- 
politan Edison Company (‘‘Met-Ed”’), have filed an appli- 
cation-declaration and an amendment thereto with this 
Commission pursuant to Sections 6(a), 6(b), 7 and 12 of 
the Public Utility Holding Company Act of 1935 (“Act’’) 
and Rule 50 promulgated thereunder regarding the follow- 
ing proposed transaction. 


Met-Ed proposes to enter into a loan agreement with the 
Small Business Administration of the United States (the 
“SBA") for the purpose of borrowing $2,330,000 for re- 
Pairs and replacements to its property and equipment 
damaged by Hurrican. Agnes in June 1972, of which 
$2,500 of the principal balance will be forgiven by the 
SBA. As security for the loan, which was authorized by 
the SBA on June 15, 1973 under the Disaster Relief Act 
of 1969, Met-Ed would issue to the SBA a first mortgage 
bond in the principal amount of $2,327,500 (the Bond”). 
The Bond would be issued under the Indenture, dated as 
of November 1, 1944, between MET—Ed and Guaranty 
Trust Company of New York (now Morgan Guaranty Trust 
Company of New York), Trustee, as heretofore supplement- 
al Indenture to be executed and delivered in connection 
therewith. The Bond would bear interest at the rate of 1% 
per annum on the unpaid principal balance, and Met-Ed 
would pay the principal and interest thereon in equal 
monthly installments of approximately $21,225 commenc- 
ing six months following consummation of the loan with 
the last such installment being payable ten years from the 
date of the loan. The Bond would be prepayable at any time 
without premium or penalty. As further security for the 
SBA loan. GPU proposes to enter into an agreement with 
SBA unconditionally guaranteeing Met-Ed’s payment of 
principal and interest on the loan. 


The entire proceeds realized from the proposed borrowing 
will be used by Met-Ed’s to finance replacements and re- 
Pairs to its property and equipment or to reimburse Met- 
Ed’s treasury for expenditures therefrom for such purposes. 


Met-Ed requests an exception from the competitive bidding 
requirements of Rule 50 pursuant to subparagraph (a) (5) 
thereof in view of the 1% annual interest rate to be charged 
by the SBA with respect to the proposed borrowing from 
the SBA by Met-Ed. 
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The fees and expenses to be paid by Met-Ed in connection 
with the transaction are estimated to be $30,000, includ- 
ing legal fees of $15,000. The Pennsylvania Public Utility 
Commission has authorized Met-Ed’s proposed borrowing 
from the SBA and Met-Ed’s issuance of the Bond and no 
other state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 under 
the Act (Holding Company Act Release No. 18592), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 
are necessary; and that it is in the public interest and in 
the interest of investors and consumers that said applica- 
tion-declaration, as amended, be granted and permitted to 
become effective: 


IT {S ORDERED, pursuant to the applicable provisions 

of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18633/October 30, 1974 


In the Matter of 


OHIO EDISON COMPANY 
Akron, Ohio 44308 
(70-5515) 


ORDER AUTHORIZING PROPOSED ACQUISITION OF 
UTILITY ASSETS IN SALEM, OHIO 


Ohio Edison Company (‘‘Ohio Edison”), a registered 
holding company and an electric utility company, has 
filed with this Commission a post-effective amendment 

to the application previously filed in this matter, pursuant 
to Sections 9(a)(1) and 10 of the Public Utility Holding 
Company Act of 1935 (““Act’’) regarding the following 
proposed transaction. 


By order dated August 9, 1974 (Holding Company Act Re- 


lease No. 18527), this Commission, among other things, 
authorized Ohio Edison to acquire utility assets in the 
cities of Norwalk, Salem, and Akron, Ohio. 


| 


Ohio Edison now proposes that, as an incident to the 
above-mentioned transaction, it purchase from the city 
of Salem a distribution line to Salem’s Disposal Plant 








for the sum of $9,790, an amount predicated on Ohio Edi- 
son’s estimate of the present value to Ohio Edison of the 
property to be purchased, the original cost being unknown. 
The billing for electric service to this Disposal Plant was 
always included with the billing to Salem for energy for 
street lighting but will now require separate metering. 


The property to be acquired will be recorded on the books 
of Ohio Edison on the basis of the original cost thereof (to 
the extent such original cost can be determined from records 
or estimated) and the difference, if any, between the pur- 
chase price of such property and such original cost will be 
treated in accordance with the accounting regulations and 
orders of the regulatory commissions having jurisdiction, 
namely, the Federal Power Commission and the Public 
Utilities Commission of Ohio. Except to the extent of such 
accounting jurisdiction, no state commission and no fed- 
eral commission, other than this Commission, has jurisdic- 
tion over the proposed transaction. 


Due notice of the filing of said application has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 18594), and 
no hearing has been requested of or ordered by the Com- 
mission. 


Upon the basis of the facts in the record, it is hereby 

found that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said 
application, as now amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions 

of the Act and rules thereunder, that said application, as 
now amended, be, and it hereby is, granted forthwith, sub- 
ject to the terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18624/October 30, 1974 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 

Two Eighty Park Avenue 

New York, New York 10017 
ARKANSAS-MISSOURI POWER COMPANY 
405 West Park Street 

Blytheville, Arkansas 72315 


(70-5569) 


NOTICE OF PROPOSED ISSUE AND SALE OF NOTES 
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BY SUBSIDIARY COMPANY AND ACQUISITION 
THEREOF BY HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that Arkansas-Missouri Pow- 
er Company (‘*Ark-Mo”), a subsidiary company of Middle 
South Utilities, Inc. (“Middle South”), a registered hold- 
ing company, and Middle South have filed an application- 
declaration with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 ("Act"), designa- 
tion Sections 6(a), 7(a), 9(a), 10(a), 12(b), and 12(f) of 
the Act and Rule 45 promulgated thereunder as appli- 
cable to the following proposed transactions. All inter- 
ested persons are referred to the application-declaration, 
which is summarized below, for a complete statement of 
the proposed transactions. 


Ark-Mo proposes to issue and sell from time to time 
through December 31, 1975, up to $2,100,000 of its un- 
secured short-terit vromissory notes of a maturity of not 
more than twelve months and Middle South proposes to 
acquire such notes. These notes are in addition to borrow- 
ings on Ark-Mo’s unsecured short-term promissory notes 
previously authorized up to an aggregate of $1,100,000 
(Holcing Company Act Release Nos. 17430, 17819, and 
18008). The net proceeds to be received by Ark-Mo from 


the issuance and sale of the notes will be applied to the pay- 


ment at maturity of the presently outstanding notes, to 
meet the cost of Ark-Mo’s construction program, and for 
other corporate purposes. The notes will be payable not 
more than twe!c months from the date of issuance and 
will bear interest at a rate per annum equivalent to 1/4 of 
1% above the commercial loan rate in effect at the Manu- 
facturers Hanover Trust Company from time to time. The 
notes will, at the option of Ark-Mo, be prepayable in whole 
or in part at any time without premium or penalty. 


it is stated that no State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. It is further stated that the fees, 
commissions or expenses to be incurred in connection with 
the proposed transactions will not exceed $4,000. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 22, 1974, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the appli- 
cants-declarants at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any time 
after said date, the application-declaration, as filed or as 

it may be amended, may be granted and permitted to be- 
come effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the Com- 
mission may grant exemption from such rules as provided 
in Rules 20(a) and 100 thereof or take such other action 
as it may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive 
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any notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18635/October 30, 1974 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 

NEW ENGLAND ENERGY INCORPORATED 
Westborough, Massachusetts 01581 

(70-5543) 


ORDER AUTHORIZING PROPOSED ACQUISITION OF 
ENERGY SUBSIDIARY COMPANY COMMON STOCK BY 
HOLDING COMPANY, SUBORDINATED LOANS BY 
HOLDING COMPANY TO ENERGY SUBSIDIARY, 
PARTNERSHIP ARRANGEMENT BETWEEN ENERGY 
COMPANY AND UNAFFILIATED COMPANY TO Ex- 
PLORE FOR AND DEVELOP OIL AND GAS DEPOSITS 
AND EXCEPTION FROM RULE 45(b)(6) 


New England Electric System (‘“NEES”), a registered hold- 
ing company under the Public Utility Holding Company Act 
of 1935 (‘Act’), and New England Energy Incorporated 
(“NEE1I”’), an inactive company which NEES recently or- 


® 


ganized, have filed an application-declaration and amendment: | 


thereto pursuant to Sections 6(a), 7, 9(a), 10, and 12 of the 
Act and Rules 43 and 45(a) promulgated thereunder. 


NEES proposes to acquire all of the common stock of NEE! 
to be issued from time to time. As a subsidiary of NEES, 
NEEI is to conduct a variety of activities related to fuel 
acquisition for the electric utility companies in the NEES 
system. 


NEES and NEEI propose to enter into a capital funds agree- 
ment pursuant to which NEES undertakes to invest a total 
of $20,250,000 in NEEI during the period ending July 31, 
1976. This proposed investment will be through subscrip- 
tion by NEES for the initial issue of 2,500 shares of com- 
mon stock of NEEI at $100 per share and the purchase by 
NEES of subordinated notes from NEEI in a total aggre- 
gate amount not to exceed $20,000,000. 


As an initial step in its fuel development activities, it is 
proposed that NEEI enter into a partnership agreement 
(“agreement”) with Sarnedan Oil Corporation, a wholly 
owned subsidiary of Noble Affiliates Inc., both Delaware 
corporations. Under the agreement the partnership will ac- 
quire oil and gas leases, conduct exploration operations in 
search of oil and gas, and, should any oil and gas be dis- 
coyered, develop such properties and produce such fuels 
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for the benefit of the partnership and its partners. Same- 
dan, which is experienced in oil and gas exploration and 
production, will act as managing partner. It is contemplat- 
ed that NEEI will generally rely on Samedan with respect 
to all operational matters. 


NEEI will invest a maximum of $10,000,000 in the partner- 


ship by July 31, 1976, at the rate of $5,000,000 annual- 
iy. NEEI will supply a significantly larger portion of the 
partnership capital required for the costs of each “‘Ex- 
ploratory program,” as defined in the agreement, in re- 
cognition of Samedan’s accumulated geological and geo- 
physical work as well as Samedan’s services as managing 
partner. Investments in the development and production 
phases are to be made equally by NEEI and Samedan. 


NEE! and Samedan will each have 50% ownership and 
participation in the partnership. Unless Samedan and 
NEEI agree on some other terms, Samedan and NEEI 
will each be entitled to take in kind and sell one-half 

of the partnership production of oil, gas and other min- 
erals. NEEI will also have an option to purchase Same- 
dan‘’s one-half interest in the production at the highest 
price obtainable from third parties regularly engaged in 
the business of producing oil on the date said oil is pro- 
duced and delivered to NEEI. 


NEEI proposes to acquire from time to time, as the oppor- 
tunity arises, other interests in similar ventures for oil and 
gas exploration, development and production. NEE! may 
also undertake various fuel procurement and inventory 
activities now conducted by associate companies in the 
NEES system. Such acquisitions will be limited to those 
which can be effected within the limits of the capitaliza- 
tion herein authorized, or as it may be hereafter modi- 

fied in accordance with the Act. 


NEES and its subsidiary companies join regulariy in the 
filing of consolidated federal income tax returns, and 
such future filings will include NEEI. In light of the sub- 
stantial new capital requirements of NEEI, and the ex- 
pectation that in the course of its proposed activities 
involving exploration and development of oil and gas 
leases NEEI will incur tax losses, the applicants, pursu- 
ant to Rule 45(a), request an exception from the tax- 
allocation provisions of Rule 45(b)(6). Under such ex- 
ception (1) NEE! would be credited with and receive the 
cash equivalent of reductions in consolidated tax liabili- 
ties arising from the inclusion of such tax losses in the 
consolidated tax returns for the tax years 1974, 1975 
and 1976; (2) in any year in which NEEI has taxable in- 
come and, on a separate return basis, would be entitled 
to tax credits under the net operating loss carryback and 
carryover provisions of the Internal Revenue Code, any 
credits previously received by NEEI under (1) above 
would be applied to reduce any credits to which NEEI 
might otherwise be entitled under the separate return 
limitations of Rule 45(b) (6); and (3) in no event will the 
tax allocated to any other subsidiary of NEES exceed the 
amount of its tax based upon a separate return computed 
as if it had always filed its tax returns on a separate re- 
turn basis. 


Due notice of the filing of said application-declaration 


;~ has been given in the manner prescribed in Rule 23 pro- 








mulgated under the Act (Holding Company Act Release 
No. 18601), and no hearing has been requested of or order- 
ed by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said application-declaration, as amended, be 
granted and permitted to become effective: 


IT IS ORDERED, subject to the reservation of jurisdiction 
ordered below, and pursuant to the applicable provisions 

of the Act and rules thereunder, that said application-declar- 
ation be, and it hereby is, granted and permitted to become 
effective forthwith subject to the terms and conditions 
prescribed in Rule 24. Pursuant to Rule 24, NEEI will 
report quarterly on transactions effected pursuant to this 
authorization. Such reports will include the pertinent facts 
as to each significant transaction and be accompanied by 
copies of the relevant documents. 


IT 1S FURTHER ORDERED that jurisdiction be and 
hereby is reserved over any transactions between NEE! 

and its associate companies which are subject to Sections 
12(f) or Section 13 of the Act and Rules 80-95 thereunder. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18636/October 30, 1974 


In the Matter of 


SOUTHWESTERN ELECTRIC POWER COMPANY 
Corpus Christi, Texas 78403 


(70-5491) 


ORDER RELEASING JURISDICTION 


By Order dated October 17, 1974 (Holding Company Act 
Release No. 18609), Southwestern Electric Power Company 
(“SWEPCO”), an electric utility subsidiary company of 
Central and South West Corporation, a registered holding 
company, was authorized to enter into a certain agreement 
with an instrumentality of the State of Texas (‘District’) 
for the construction, acquisition and financing of certain 
pollution control facilities relating to a SWEPCO power 
station presently under construction in Titus County, Texas. 
Said construction and acquisition is estimated to cost a 
total of $13,516,000, said cost to be financed from pro- 
ceeds of sale by the District of up to that amount of its 
revenue bonds. 


In said Order of October 17, 1974, jurisdiction was reserved 
with respect to “‘the payment of the purchase price of the 
facilities by installment payments insofar as such payments 
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are affected by the effective interest rate or rates of the 
bonds to be issued and sold by the District’’. Jurisdic- 
tion was also reserved over fees and expenses to be incur- 
red in connection with the proposed transaction. 


SWEPCO has filed an amendment in this proceeding stating 
that the proposed revenue bonds will be sold in the aggre- 
gate principal amount of $12,515,000 and that said reven- 
ue bonds will bear an interest rate resulting in an effective 
interest cost to the District of 7.95% per annum. It is also 
stated by amendment that the bonds will be subject to 
mandatory redemption beginning 15 years after date of 
issue in satisfaction of sinking fund provisions under the 
indenture. 


The record is now complete with regard to fees and expen- 
ses to be incurred in connection with the proposed transac- 
tion. 


Upon the basis o. the facts in the record, amended as above 
indicated, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors and 
consumers that the jurisdiction heretofore reserved with 
respect to the installment payments and over fees and ex- 
penses be released: 


IT 1S ORDERED that the jurisdiction heretofore reserved 
with respect to the instaliment payments and over fees 
and expenses be, and the same hereby is, released. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18637/October 30, 1974 


In the Matter of 


METROPOLITAN EDISON COMPANY 
Berks County, Pennsylvania 19605 


(70-5555) 


MEMORANDUM OPINION AND ORDER AUTHORIZING 
THE !SSUE AND SALE OF FIRST MORTGAGE BONDS 
AND GRANTING EXEMPTION FROM COMPETITIVE 
BIDDING PURSUANT TO RULES 50(a)(2) AND 100(a) 


Metropolitan Edison Company (“‘Met-Ed’’), an electric 
utility subsidiary company of General Public Utilities 
Corporation (“GPU”), a registered holding company, has 
filed an application and amendments thereto pursuant to 
Section 6(b) of the Public Utility Holding Company Act 
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of 1935 (“Act’’) and Rules 50(a)(2) and 100(a) promul- 
gated thereunder. A notice of filing was issued (Holding 
Company Act Release No. 18596). No objections have been 
received and no hearing is necessary. 


We fi 
sale O 
the A 
Ed is 





Utilit 
Met-Ed has applied for authority to issue and sell up to the sé 
$24,500,000 of first mortgage bonds. The proceeds thereof 
will be applied toward the retirement of a 2-7/8% series of Met-E 
bonds of the same principal amount which matures on titive 
November 1, 1974. Met-Ed’s presently funded debt in- the sz 
cludes $256,350,000 of first mortgage bonds and $92,600,- such 
000 of debentures. Its outstanding bank loans amount to vided 
about $55,000,000. Met-E 

exten 
The bonds will be sold to a group of foreign banks (‘‘the | satisf 
Lenders”) pursuant to a Loan Agreement with Met-Ed. 
The Lenders include and are represented by Merrill Lynch- The f 
Brown Shipley Bank Limited, a London merchant bank | buto 
engaged in making loans and receiving deposits. are ir 

ten y 
The new bonds will bear interest at the rate of not in ex- the p 
cess of one and one-half percent above the average of the is ave 
Lenders’ London Integbank Office rates (based on a 360- or ot! 
day year) computed and payable semiannually. Its present | inco 


rate is approximately 13-1/8% for loans with a six month's ity. 
maturity. On that basis the annual interest rate payable by 





Met-Ed on its bonds would not exceed 14-5/8%. Met-| 
paid 
In addition Met-Ed will pay the Merrill Lynch London is no 
bank a “front-end premium” not exceeding 3/4 of 1% party 
of the principal amount borrowed. Met-Ed has been ad- we Ci 
vised that the premium will be shared with other banks Apa 
taking participations in the loan, although not necessarily fee o 
pro rata. Fees and expenses to be incurred by Met-Ed, @ effor 
besides the premium, are estimated at $100,000, includ- © cont 
ing legal fees of $22,500. | Met- 
or co 
The bonds may be prepaid without premium on any in- lion’s 
terest payment date. They will by their terms mature in of be 
installments over a period of four years, as follows: , 7 
' e fi 
tent. 
Percentage of Principal Maturity Date the I 
Amount Borrowed of Installment by M 
but I 
15% 18 months L lap 
15% 24 months the r 
15% 30 months cen 
15% 36 months bone 
20% 42 months wa 
20% 48 months 
IT I 
Met-Ed’s debenture requires that to issue additional funded subj 
debt (bonds or debentures) pro forma interest snall be at | pron 
least two times interest on bonds and debentures. Such 
interest coverage would be about 1.72 times if new bonds IT IS 
were issued to refund the maturing bond series. Although tion 
by the terms of the indenture these coverage requirements quir 
do not apply to such refunding, Met-Ed states that it would Rule 
not be able to sell competitively such bonds in the United 
States under current market conditions. It further states } Byt 


that in view of its outstanding substantial short-term 
loans from United States banks, Met-Ed preferred to seek 
a term loan from foreign banks. 











We find on the record in this proceeding that the issue and 
sale of the bonds meets the standards of Section 6(b) of 
the Act. As a Pennsylvania public utility company, Met- 
Ed is subject to the jurisdiction of the Pennsylvania Public 
Utility Commission. That regulatory agency has authorized 
the sale of the bonds and the terms thereof. 


Met-Ed had not applied for an exception from the compe- 
titive bidding requirements of Rule 50 before negotiating 
the sale of its bonds to the banks. Met-Ed states that no 
such application was required since an exception is pro- 
vided by paragraph (a)(2) of Rule 50. In the alternative 
Met-Ed requests an appropriate exception by order to the 
extent that paragraph (a)(2) of Rule 50 is not wholly 
satisfied. 


The proposed sale of the Met-Ed bonds clearly meets all 
but one of the requirements of paragraph (a)(2). The bonds 
are instruments of indebtedness; they all mature in less than 
ten years; and they are to be sold to banks not for resale to 
the public. Paragraph (a)(2) also provides that this exception 
is available only “if no finder’s or other fee, commission, 

| or other remuneration is to be paid ... to any third party” 

| inconnection with the issue and sale of the debt secur- 
ity. 


Met-Ed says that, since the premium on its bonds will be 
paid only to banks participating in the loan, the premium 
is not a commission or a finder’s fee payable to ‘‘any third 
party.” Although paragraph (a)(2) can be literally thus read, 
we cannot accept so broad an interpretation of our Rule. 
A payment, though designated a premium, can include a 
_ fee or remuneration to one of the lenders for its successful 

« efforts to secure other participations in the loan, and in that 
™& context such payment would involve a fee to a third party. 
| Met-Ed would not consider any part of the amount a fee 

or commission even if the recipient thereof should take the 

lion's share of the premium and purchase a token amount 

of bonds. 


| We find no need in this proceeding to explore the full in- 
tent of Rule 50(a)(2) and its applicability to the sale of 
the Met-Ed bonds. We shall treat the premium to be paid 
by Met-Ed as including a commission or a finder’s fee, 
but Met-Ed may nonetheless have the exception from 
competitive bidding provided by Rule 50(a)(2). Rule 100 

} (a) permits us in a proper case to grant an exemption from 
the requirements prescribed by our rules and in the special 
circumstances of this case we shall exempt the Met-Ed 
bond issue from the requirement in Rule 50(s)(2) relating 
to acommission or a finder’s fee to a third party. 


IT |S ORDERED, accordingly, that said application, as 

} amended, be and it hereby is, granted, effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


IT |S FURTHER ORDERED that the proposed transac- 
tion be, and it hereby is, partially exempt from the re- 
quirements of Rule 50(a)(2), as aforesaid, pursuant to 
Rule 100(a). 


By the Commission. 
















































George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18638/October 31, 1974 


See Securities Exchange Act Release No. 11079/October 
31, 1974. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8552A/October 30, 1974 


In the Matter of 


CHANNING SECURITIES, INC. 
280 Park Avenue 
New York, New York 10017 


(811-2256) 


ERRATA: 


This is to inform all concerned that the Release No. 8552 
issued on October 22, 1974, In the Matter of CHANNING 
SECURITIES, INC., 280 Park Avenue, New York, New 
York 10017 reflecting a file number of 811-2437 is being 
amended by this new release. Therefore, be advised that this 
release, No. 8552A dated October 30, 1974, reflects a cor- 
rected file number (811-2256). 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8557/October 29, 1974 


In the Matter of 


INVENT INCORPORATED 
9235 Katy Freeway 

Suite 430 

Houston, Texas 77024 
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(812-3669) 


ORDER PURSUANT TO SECTION 6(c) GRANTING 
EXEMPTION FROM ALL PROVISIONS OF THE ACT 


On October 2, 1974, a notice was issued (Investment Com- 


pany Act Release No. 8527) of the filing of an application 
by Invent Incorporated (“‘Applicant’’), a Delaware corpor- 


ation, pursuant to Section 3(b)(2) of the Investment Com- 


pany Act of 1940 (“Act”), for an order of the Commis- 
sion declaring that Applicant is primarily engaged in a 
business other than that of investing, reinvesting, own- 
ing, holding, or trading in securities or, alternatively, for 
an order pursuant to Section 6(c) exempting Applicant 
from all provisions of the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested exemption from all provisions 
of the Aci pursuant to Section 6(c) is appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 


iT iS ORDERED, pursuant to Section 6(c) of the Act, 
that Applicant is hereby exempted from all provisions 
of the Act, effective forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8558/October 29, 1974 


In the Matter of 


UNITED BENEFIT LIFE INSURANCE COMPANY 
and 

UNITED BENEFIT VARIABLE FUND B 

3316 Farnam Street 

Omaha, Nebraska 68131 


(812-3679) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 27(a)(3) 


On September 17, 1974 a notice was issued (Investment 
Company Act Release No. 8508) of an application by 
United Benefit Variable Fund B ("Fund B”), a diversi- 
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fied, open-end, management investment company regis- 
tered under the Investment Company Act of 1940 (the 
“Act’’) and United Benefit Life Insurance Company 
(“United”), a Nebraska stock insurance corporation, (to- 
gether hereinafter called the ‘““Applicants’’), for an order 
pursuant to Section 6(c) of the Act exempting Fund B 
from the provisions of Section 27(a)(3) of the Act, to 
permit a schedule of sales load deductions under which 
the percentage amount of sales load deducted from con- 
tributiohs under corporate variable annuity contracts may 
vary from contract year to contract year because the 
amount of sales load to be deducted from payments made 
during a contract year will depend upon the quantity of 
purchases made that year. The notice gave interested per- 
sons an opportunity to request a hearing and stated that 
an order disposing of the application might be issued upon 
the basis of the information stated therein unless a hearing 
should be ordered. No such request has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered and it has been found, on 
the basis of the representations contained in the applica- 
tion, that the granting of the requested exemption is neces- 
sary or appropriate in the public interest and consistent 
with the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, that 
Applicants be and are hereby exempted from the provisions 
of Section 27(a)(3) of the Act to the extent necessary to 
permit sales loads charged by Fund B to decrease within a 
contract year as a result of discounts based on the quantity 
of contributions made during a contract year, provided that 
the percentage of sales load deducted will not exceed 9%. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8559/October 30, 1974 


In the Matter of 


AMERICAN GENERAL LIFE INSURANCE COMPANY 
OF NEW YORK 

and 

AMERICAN GENERAL LIFE INSURANCE COMPANY 
OF NEW YORK 

SEPARATE ACCOUNT C 


90 Presidential Plaza 
Syracuse, New York 13202 


(812-3677) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT A) 
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GRANTING EXEMPTION FROM SECTIONS 22(d), 26(a) 
AND 27(c)(2) OF THE ACT 


On October 1, 1974, a notice was issued (Investment Com- 
pany Act Release No. 8522) of the filing of an application 
by American General Life Insurance Company of New York 
(“Insurance Company”) and American General Life Insur- 
ance Company of New York Separate Account C (“Separate 
Account C”), a unit investment trust registered under the 
Investment Company Act of 1940 (‘“Act’’) (hereinafter 
“Applicants”’), pursuant to Section 6(c) of the Act for an 
order of exemption from Sections 22(d), 26(a) and 27(c) 

(2) of the Act to permit the sale of variable annuity con- 
tracts (1) without sales and administrative charges when 
purchased with proceeds derived from certain products of 
Applicants, and (2) without need of an independent 

trustee or custodian. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of such 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested exemptions is appropriate in 

the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 


IT |S ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of Sec- 
tion 22(d) of the Act be, and hereby is, granted to the ex- 
tent requested, effective forthwith. 


IT iS FURTHER ORDERED, pursuant to Section 6(c) of 
the Act, that the application for exemption from the pro- 
visions of Section 26(a) and 27(c)(2) of the Act is hereby 
granted subject to the following conditions to which Ap- 
plicants have consented: 


(1) that the deductions for administrative services shall 

not exceed such reasonable amounts as the Commission 

shall prescribe, the Commission reserving jurisdiction for 
such purpose; and 


(2) that the payment of sums and charges out of the assets 
of Separate Account C shall not be deemed to be ex- 
empted from regulation by the Commission by reason of 
this order, provided that Applicants’ consent to this con- 
dition shall not be deemed to be a concession to the Com- 
mission of authority to regulate the payment of sums and 
charges out of such assets other than charges for adminis- 
trative services, and Applicants reserve the right in any 
proceeding before the Commission, or any suit or action 

in any court, to assert that the Commission has no author- 
ity to regulate the payment of such other sums and charges. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8560/October 30, 1974 


In the Matter of 


COMPASS GROWTH FUND, INC. 
COMPASS INCOME FUND, INC. 
20 Exchange Place 

New York, New York 10005 


(812-3687) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
FOR AN EXEMPTION FROM SECTION 17(a) OF THE 
ACT AND PURSUANT TO SECTION 6(c) OF THE 
ACT FOR AN EXEMPTION FROM RULE 22c-1 PRO- 
MULGATED UNDER THE ACT 


Compass Growth Fund, Inc. (““Growth’’) and Compass 
Income Fund, Inc. (““Income’’), open-end, diversified, 
management investment companies registered under the 
Investment Company Act of 1940 (the ““Act’’), have filed 
an application pursuant to Section 17(b) of the Act for 

an order of the Commission exempting from the provisions 
of Section 17(a) of the Act the proposed sale of income of 
substantially all of its assets to Growth in exchange for 
shares of common stock of Growth and pursuant to Sec- 
tion 6(c) of the Act for an order of the Commission ex- 
empting from the provisions of Rule 22c-1 promulgated 
under the Act the determination of net asset values, for 
purposes of the exchange, at the close of business on the 
business day immediately preceding the closing date of 

the proposed transaction. 


On October 3, 1974, a notice was issued (Investment Com- 
pany Act Release No. 8524) of the filing of the applica- 
tion. The notice gave interested persons an opportunity 

to request a hearing and stated that an order disposing of 
the application might be issued on the basis of the informa- 
tion stated therein unless a hearing should be ordered. No 
request for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter having been considered, it is found that the 
terms of the proposed transaction are reasonable and fair 
and do not involve overreaching on the part of any person 
concerned, that the proposed transaction is consistent 
with the policies of Growth and Income and with the 
general purposes of the Act, and that the requested exemp- 
tion from Rule 22c-1 under the Act is necessary or appro- 
priate in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intended by 
the policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed transaction be, and hereby is, exempted 
from the provisions of Section 17(a) of the Act; and 


IT IS FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the proposed transaction be, and hereby 
is, exempted from the provisions of Rule 22c-1 under 
the Act, effective forthwith. 


For the Commission, by the Division of Investment Man- 


SEC DOCKET/377 

















agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8561/October 30, 1974 


In the Matter of 


AXE-HOUGHTON FUND B, INC. 
AXE-HOUGHTON STOCK FUND, INC. 
400 Benedict Avenue 

Tarrytown, New York 10591 


(812-3663) 


NOTICE OF FILING OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 17(b) OF THE ACT AND PUR- 
SUANT TO SECTION 17(d) OF THE ACT AND RULE 
17d-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Axe-Houghton Fund B, 
Inc. (“Fund B”) and Axe-Houghton Stock Fund, Inc. 
(“Stock Fund”) (collectively referred to as ““Applicants”), 
open-end, diversified, management investment companies 
registered under the Investment Company Act of 1940 (the 
“Act’’), have filed an application pursuant to Section 17(b) 
of the Act for an order of the Commission exempting from 
the provisions of Section 17(a) of the Act the purchase by 
Presidential Life Corporation (‘Presidential’) of 70,912 
shares of its common stock presently held by the Appli- 
cants, and pursuant to Section 17(d) of the Act and Rule 
17d-1 thereunder for an order of the Commission permitting 
the joint sale by the Applicants of the above-described se- 
curities to Presidential. All interested persons are referred 
to the application on file with the Commission for a state- 
ment of the representations contained therein, which are 
summarized below. 


Fund B owns 70,312 shares of the outstanding voting se- 
curities of Presidential, an insurance company. These se- 
curities represent approximately 9.3% of the 755,613 
Presidential shares outstanding. Stock Fund owns 600 
shares of the outstanding voting securities of Presidential, 
approximately .079% of the shares outstanding. Applicants 
state that all of these securities were acquired in exchange 
for shares of a predecessor company whose shares were ac- 
quired in the open market by Applicants at various times 
during 1966, or as stock dividends on shares so acquired. 


Presidential proposes to purchase the shares of its stock pre- 
sently held by Applicants and Applicants propose to sell 
such securities to Presidential at a negotiated price of $2.00 
per share. No brokerage or other commissions will be paid 
in connection with the proposed transaction. 


Section 17(a) of the Act provides, in pertinent part, that it 
shall be unlawful for any affiliated person of a registered 
investment company, or any affiliated person of such a 
person, acting as principal, knowingly to purchase from 
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such registered company any security or other property. 
Section 17(b) of the Act provides that the Commission, 
upon application, may exempt a proposed transaction 
from the provisions of Section 17(a) of the Act if evidence 
establishes that the terms of the proposed transaction, in- 
cluding the consideration to be paid or received, are reason- 
able and fair and do not involve overreaching on the part of 
any person concerned and the proposed transaction is con- 
sistent with the policy of each investment company con- 
cerned and with the general purposes of the Act. 


Rule 17d-1, adopted by the Commission pursuant to Sec- 
tion 17(d) of the Act, provides, in pertinent part, that no 
affiliated person of any registered investment company 
and no affiliated person of such a person, acting as princi- 
pal, shall participate in, or effect any transaction in connec- 
tion with, any joint enterprise or other joint arrangement in 
which such registered company is a participant unless an 
application regarding such joint enterprise or arrangement 
has been filed with the Commission and has been granted 
by an order. A joint enterprise or other joint arrangement 
as used in this rule is any written or oral plan, contract, 
authorization or arrangement, or any practice or under- 
standing concerning an enterprise or undertaking whereby 
a registered investment company and any affiliated person 
of such registered investment company, or any affiliated 
person of such a person, have a joint or a joint and several 
participation, or share in the profits of such enterprise or 
undertaking. In passing upon such application, the Com- 
mission will consider whether the participation of such 
registered company in such joint enterprise or joint ar- 
rangement on the basis proposed is consistent with the 
provisions, policies and purposes of the Act and the extent 
to which such participation is on a basis different from or 
less advantageous than that of other participants. 


Section 2(a)(3) of the Act defines an affiliated person of 
another person to include any person owning 5% or more 
of the outstanding voting securities of such other person, 
any person 5% or more of whose outstanding voting secur- 
ities are owned by such other person, or any person under 
common control with such other person. Under this defin- 
ition, Fund B and Presidential are affiliated persons of 
each other. E. W. Axe & Co., Inc. acts as investment ad- 
viser for both Applicants and Axe Securities Corporation, 
a registered broker-dealer, acts as principle underwriter 
for both Applicants. Each of the Applicants may be deem- 
ed to be under common control, and, thererore, Appli- 
cants may be deemed to be affiliated persons of each other 
within the meaning of Section 2(a)(3) of the Act. Accord- 
ingly, Presidential, as an affiliate of Fund B and an affili- 
ate of an affiliate of Stock Fund, is, in the absence of an 
exemption, prohibited by Section 17(a) of the Act from 
purchasing its securities from the Applicants. The Appli- 
cants, as affiliates of each other, are, in the absence of a 
Commission order, prohibited by Rule 17d-1, from jointly 
selling their shares of Presidential stock to Presidential at 
the negotiated price of $2.00 per share. 


Applicants assert that the terms of the proposed transac- 
tion, including the consideration to be paid or received, 
are reasonable and fair and do not involve overreaching 

on the part of any person concerned and that the proposed 
transaction is consistent with the policy of each Applicant 
and with the general purposes of the Act. In support of 






this ¢ 
$2.06 
place 
0 Ju 
Presit 
denti 
outst 
share 
Secu! 
share 
ber O 
trans 
chase 
appre 
for si 











| 


The : 
| plica 

outst 

all of 

requi 

the n 
| by t 
nece: 
Appl 
dispc 
bloc! 
mate 
coulk 
yielc 
prop 
be, it 


ket V 
« the ¢ 
more 


App! 
in th 
and ° 
ity c 
| that 
of e 
| cies; 


NOT 
may 
mit ' 
the | 
of hi 
if an 
may 
orde 
be a 
miss 
shall 
bein 
of n 
abo 
of a 
| orar 


05. 





Act, 
as 0 
Miss 
the 














¢ 


| 


| 












































this assertion, Applicants state that the negotiated price of 
$2.00 per share is comparable with the market valuations 
Jaced upon seven similar, small insurance companies. Prior 
o July 11, 1972, Stock Fund owned 12,500 shares of 
Presidential and Applicants’ aggregate holdings in Presi- 
dential constituted over 11% of the Presidential shares then 
outstanding. Since July 11, 1972, Stock Fund has sold 
shares of Presidential stock pursuant to Rule 144 of the 
Securities Act of 1933 at prices ranging from $5.00 per 
share to $3.50 per share in the most recent sales in Octo- 
ber of 1973. At the time negotiations for this proposed 
transaction were concluded in January of 1974, the pur- 
chase price of $2.00 per share represented a discount of 
approximately 33% from the over the counter bid price 
for such securities. 


The shares proposed to be sold to Presidential by the Ap- 
plicants constitute approximately 9.4% of the issued and 
outstanding voting securities of Presidential. Disposal of 
all of Applicants’ holdings pursuant to Rule 144 would 
require approximately 5 years. Applicants believe that 

the market price of such securities would be depressed 

by the periodic placement, pursuant to Rule 144, of the 
necessary number of Presidential shares on the market. 
Applicants assert that, assuming their holdings could be 
disposed of as a block in the open market, offering a 
block of Presidential stock which represents approxi- 
mately 20% of the freely tradable, non-insider holdings 
could be expected to substantially depress the market and 
yield, overall, probably less than will be realized from the 
proposed transaction. Applicants state that there will not 
be, in their judgment, significant appreciation in the mar- 
ket value of the Presidential securities and believe that 
the cash realized from the sale of the Securities can be 
more productively employed in other investments. 


Applicants assert that the participation of each Applicant 
in the joint sale will be on the same terms as the other 

and that the proposed transaction wil! enhance the liquid- 
ity of each of the Applicants. Applicants further assert 
that the proposed transaction is consistent with the policy 
of each of the Applicants, and with the provisions, poli- 
cies and general purposes of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 25, 1974, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 

of his interest, the reasons for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person 
being served is located more than 500 miles from the point 
of mailing) upon the Applicants at the address stated 

above. Proof of such service (by Affidavit or, in the case 


of any attorney-at-law, by certificate) shall be filed contemp- 


oraneously with the request. As provided by Rule 0-2 and 
0-5 of the Rules and Regulations promulgated under the 
Act, an order disposing of the application will be issued 

as of course following November 25, 1974, unless the Com- 
mission thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who request a hear- 





ing or advice as to whether a hearing is ordered, will re- 
ceive any notices and orders issued in this matter, includ- 
ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8562/October 30, 1974 


In the Matter of 


SHEARSON-HAYDEN STONE, INC. 
767 Fifth Avenue 
New York, New York 


BERNSTEIN-MACAULAY, INC. 
767 Fifth Avenue 
New York, New York 


(812-3549) 


AMENDED ORDER OF TEMPORARY EXEMPTION PeND- 
ING DETERMINATION OF APPLICATION PURSUAN1 
TO SECTION 9(c) FOR EXEMPTION FROM SECTION 
9(a) OF THE ACT 


On September 10, 1974 the Commission issued a notice (in 
vestment Company Act Release No. 8492) of the filing of 
an application by Shearson-Hayden Stone, Inc. (““Hayden”’) 
and Bernstein-Macaulay, Inc. (““Bernstein’’) of an applica- 
tion pursuant to Section 9(c) of the Investment Company 
Act (“Act’’) for an exemption from Section 9(a) of the Act, 
insofar as any ineligibility to serve or act in the capacities 
enumerated in Section 9(a) of the Act arises out of injunc- 
tions entered against Hayden in connection with two civil 
actions entitled Securities and Exchange Commission v. 
Topper Corporation, et al., (USDC S.D.N.Y., 73CA4848) 
and Securities and Exchange Commission v. Hayden-Stone, 
Inc., (USDC S.D.N.Y. 74CA1014). 


On September 24, 1974 the Commission issued an Order 
(Investment Company Act Release No. 8518) temporarily 
exempting Hayden and Bernstein from the provisions of 

9(a) of the Act to the extent such exemption is necessary 
for the continued management of four registered investment 
companies formerly managed by the Shearson Hammill Man- 
agement Company, Inc. Hayden has now requested that the 
Order of September 24, 1974 be amended to allow Hayden 
to act as a principal underwriter for unit investment trusts. 


The Commission has considered the matter and finds that: 


(1) the prohibitions of Section 9(a) might be unduly or 
disproportionately severe as applied to Hayden in that the 
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conduct of Hayden has been such as not to make it against 
public interest or protection of investors to grant the appli- 
cation for an amended temporary exemption from Section 
9(a) pending determination of the application, and 


(2) it is appropriate in the public interest and consistent with 


the protection of investors and the purposes fairly intended 
by the policy and provisions of the Act that the amended 
temporary Order be issued forthwith. 


Accordingly, IT 1S ORDERED, pursuant to Section 9(c) 
of the Act, that Hayden be and it is hereby temporarily 
exempted from the provisions of Section 9(a) of the Act 
operative as a result of the entry of injunctions against 
Hayden in Securities and Exchange Commission v. Top- 
per Corporation, et al., and Securities and Exchange Com- 
mission v. Hayden Stone, Inc. et al., to the extent such ex- 
emption is necessary f 
writer for unit in. 2stment trusts, pending determination by 
the Commissio: 4ayden’s application for an Order un- 
conditionally exempting it from the provisions of Section 
9(a) operative as a result of the entry of said injunctions. 


iT iS ORDERED, nunc pro tunc, that the said amended 
ordcr is effective as of October 15, 1974. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8563/October 31, 1974 


See Securities Exchange Act Release No. 11079/October 
31, 1974. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8564/October 31, 1974 


In the Matter of 


AXE-HOUGHTON STOCK FUND, INC. (DELAWARE) 
AXE-HOUGHTON STOCK FUND, INC. (MARYLAND) 


and 

AXE SCIENCE CORPORATION 
400 Benedict Avenue 
Tarrytown, New York 10591 
(812-3658) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
17(b) OF THE ACT FOR AN ORDER EXEMPTING PRO- 
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for i !ayden to act as a principal under- 


POSED TRANSACTIONS FROM SECTION 17(a) OF 
THE ACT 


NOTICE IS HEREBY GIVEN that Axe-Houghton Stock 
Fund, Inc. (“Delaware Fund’’), a Delaware corporation, 
Axe-Houghton Stock Fund, ljc. (“Maryland Fund”) a 
Maryland corporation, and Axe Science Corporation (“Scienc: 
Fund”) a Maryland corporation, (collectively hereinafter re- 
ferred to as the “Funds” or the ‘““Applicants’’), each of 
which is a diversified, open-end, management investment 








company registered under the Investment Company Act 

of 1940 (the ‘‘Act’’), have filed an application pursuant to 
Section 17(b) of the Act for an order of exemption from 
the provisions of Section 17(a) of the Act to permit (1) the 
proposed merger of Delaware Fund into Maryland Fund and 
(2) the proposed merger of Science Fund and the surviving 


t 
fund of the merger of Delaware Fund and Maryland Fund / 


(“Surviving Fund’’). All interested persons are referred to 
the application on file with the Commission for a statement 
of the representations contained therein, which are sum- 
marized below. 


Delaware Fund, which was organized in 1932, had total 
net assets of $60,572,995 as of June 30, 1974 and has a 
primary investment objective of long term capital growth 
with a secondary objective of protection or conservation 
of principal values. Maryland Fund was organized in 1974 
for the purpose of being the surviving corporation of a mer- 
ger of Delaware Fund and Science Fund and has the same 
investment objectives as Delaware Fund. Science Fund, 
which was organized in 1954, and had total net assets of 
$32,199,938 as of June 30, 1974, has the same investment 
objectives as Delaware Fund and Maryland Fund. Science 
Fund, however, seeks attainment of the primary objective 
only through investment in the securities of companies ex- 
pected to benefit from new scientific developments. E.W. 
Axe & Co., Inc. (““EWA"’), the investment adviser of Dela- 
ware Fund, and Axe Science Management Company, Inc. 
(“ASM”), the investment adviser of Science Fund, are both 
controlled by the estate of Ruth M. Axe. EWA owns all 
of the 10 issued and outstanding common shares of stock 
of Maryland Fund, which now have a net asset value of $10 
per share, and all of the Funds have certain officers and 
directors in common. Accordingly, each of the Funds may 
be deemed to be under common control and therefore may 
be deemed to be affiliated persons of each other within 
the meaning of Section 2(a)(3) of the Act. 


— 


Applicants propose to effect a statutory merger of Dela- 
ware Fund and Maryland Fund pursuant to which the 
assets and liabilities of Delaware Fund would be transferred 
by operation of law to Maryland Fund. Each share of Dele 
ware Fund outstanding on the effective date of the merger 
would be converted into one new share of the Surviving 
Fund and each share of Maryland Fund outstanding prior to 
the merger would be converted to that number of full new 
shares of Surviving Fund (each such new share having a net 
asset value equal to that of a Delaware Fund share) as 
shall not be in excess of the net asset value per share of an 
old share of Maryland Fund. The application states that the 
purpose of this transaction is to change the state of incor- 
poration of Delaware Fund from Delaware to Maryland in 
order to realize a substantial savings in franchise taxes 
that would result from such a change of domicile. 





‘ 
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itis contemplated that Science Fund, subsequent to the 
merger of the Delaware Fund and Maryland Fund, will 
merge into Surviving Fund. This latter merger will be 


¢| viving Fund as may be determined by dividing the net asset 
value per share of Science Fund common stock as of the 
close of business on the last business day preceding the 
effective date of the merger by the net asset value per 

share of Surviving Fund as of the same date. 





No adjustment in the net assets of Science Fund or Sur- 
viving Fund will be made to compensate for any potential 
Federal tax impact on shareholders of these Funds which 
might result from differences in realized and unrealized 
{ capital gains which might exist in different proportions in 
| the respective portfolios of each Fund. 


| Applicants assert that the rationale for use of a tax ad- 
justment formula is not applicable in this particular mer- 
ger because the portfolios of both of these Funds will have 

| market values substantially less than their respective tax 

( cost bases. As of June 30, 1974, Delaware Fund had un- 
realized gains of $2,724,546 and unrealized losses of 
$20,074,027. Thus, Surviving Fund’s acquisition, as a 
capital loss carry forward, of an additional $4,747,521 in 
capital losses, which had been realized by Science Fund 
as of June 30, 1974, would be of no practical value to 
shareholders of the merged fund. Applicants further as- 
sert that since the tax effects of the merger will be borne 
not by the respective funds but by their shareholders, and 
since most shareholders have a tax cost basis which is 
greater than the current net asset value of their shares, 
they would realize no taxable gain upon redemption of 

| shares and thus would derive no benefit from a large 
capital loss carry-forward. 


Delaware Fund will submit both of the proposed mer- 
gers, among other matters, to a shareholder vote. Share- 
holder approval of the change of domicile for Delaware 
Fund is a condition precedent to the merger of the re- 

| sultant fund, i.e., Surviving Fund, and Science Fund. The 
proposed merger of Surviving Fund and Science Fund is 
also contingent upon the receipt of an opinion of counsel 
to the effect that the merger will constitute a tax-free 
reorganization. 


In addition to the vote on the proposed mergers, share- 
holders of Delaware Fund will also vote on a proposed 
new investment advisory and management agreement be- 
tween the Fund and EWA. The new advisory agreement 
provides for a higher rate of compensation to EWA. The 
new advisory agreement will define the advisory arrange- 
ments for Surviving Fund. Applicants assert that the 
proposal of a new investment advisory agreement is unre- 
lated to the proposed merger of Surviving Fund and 
Science Fund and that the increase in the advisory fees 


are necessitated by inflation and by increases in staff and 
facilities. 


Shortly after the Delaware Fund shareholder meeting, if 
the merger of Delaware Fund and Maryland Fund into 
Surviving Fund has been approved by Delaware Fund 
shareholders, a special meeting of Science Fund share- 
holders will be held for the purpose of approving or dis- 


accomplished by converting each of the issued and outstand- 
ing shares of Science Fund into that number of shares of Sur- 










































approving the proposed merger of Science Fund into Sur- 
viving Fund. 


Section 17(a) of the Act, in pertinent part, provides that 

it shall be unlawful for any affiliated person of a registered 
investment company knowingly to sell to or purchase from 
such registered investment company any security or other 
property. Section 17(b) of the Act provides that the Com- 
mission, upon application, may exempt a proposed transac- 
tion from the provisions of Section 17(a) if evidence es- 
tablishes that the terms of the proposed transaction, in- 
cluding the consideration to be paid or received, are reason- 
able and fair and do not involve overreaching on the part 
of any person concerned and the proposed transaction is 
consistent with the policy of each registered investment 
company concerned and with the general purposes of the 
Act. 


Applicants assert that the terms of the proposed merger of 
Delaware Fund and Maryland Fund are fair and reasonable 
and do not involve overreaching on the part of any person 
concerned since each share of Delaware Fund will be con- 
verted into a share of Surviving Fund having equal value, 
and each share of Maryland Fund outstanding prior to the 
merger will be converted into that number of new shares of 
Surviving Fund, each of which will have a net asset value 
equal to that of a Delaware Fund share on the effective date 
of the merger, as will not be in excess of the value of an old 
share of Maryland Fund. 


Applicants further assert that the terms of the proposed 
merger of Science Fund into Surviving Fund are fair and 
reasonable and do not involve overreaching on the part of 
any person concerned since shares of Surviving Fund will 
be issued to the shareholders of Science Fund oi: the basis 
of the respective net asset values of each of the Applicants 
determined at the same point in time. 


Management of the Funds believe that present conditions no 
longer justify the separation of the investment approaches 

of Delaware Fund and Science Fund pursuant to which 
Science Fund restricted its investments to securities of 
companies expected to benefit from new scientific develop- 
ments. Moreover, Applicants represent that the proposed 
mergers are in the best interest of shareholders of both 

Funds because of the savings that would become available 

by the elimination of duplicative fixed expenses such as the 
expense of shareholder meetings and reports, legal and audit- 
ing fees, SEC filing and other administrative costs. The Funds’ 
management estimates that these savings will be approximate- 
ly $111,000 annually, and that the increased size of the 
merged tund should result in a significant reduction of the 
expense ratio of Delaware Fund. 


Applicants assert that the proposed mergers are consistent 
with the policies of each of the Funds and with the general 
purposes of the Act. In the opinion of the management of 
Delaware Fund, all of the securities in Science Fund’s port- 
folio are consistent with Delaware Fund’s investment poli- 
cies and no sales will be required as a result of the merger. 


The application states that the incremental cost of holding 
the annual meetings of shareholders of Delaware Fund and 
Science Fund chargeable to the proposed mergers plus 

other costs related to the mergers is approximately $62,232, 
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all of which will be borne by the Funds. Surviving Fund 
and Science Fund will each bear the cost of printing and 
mailing their respective proxy statements and prospectus- 
es. All other costs in connection with the preparation, 
proposing and implementation of the merger, including, 
without limitation, legal fees, the cost of this application, 
registration fees, transfer agent fees and other costs of 
issuing Surviving Fund's capital stock in connection with 
the merger of Science Fund and Surviving Fund will be 
borne by the fund resulting from that merger, or, if the 
merger is not consummated, by Surviving Fund and 
Science Fund in proportion to their respective net asset 
values, on the date of termination of the merger agree- 
ment. 


NOTICE !S FURTHER GIVEN that any interested per- 
son may, not later than November 26, 1974, at 5:30 
p.m., submit to the Cominission in writing a request for 
a hearing on the : :atter accompanied by a statement as 
to the nature © .1\is interest, the reasons for such request, 
and the issues. if any, of fact or law proposed to be con- 
troverted, or he may request that he be notified if the 
Commission shall order a hearing thereon. Any such 
communicatiun should be addressed: Secretary, Securi- 
tics and Exchange Commission, Washington, D.C. 

20549. A copy of such request shall be served personal- 
ly or by mail (air mail if the person being served is lo- 
cated more than 500 miles from the point of mailing) 
upon the Applicants at the address stated above. Proof 
of such service (by affidavit or, in the case of an attor- 
ney-at-law, by certificate) shall be filed contemporan- 
eously with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an 
order disposing of the application will be issued as of 
course following November 26, 1974, unless the Com- 
mission thereafter orders a hearing upon request or 

upon the Commission’s own motion. Persons who request 
a hearing, or advice as to whether a hearing is ordered, will 
receive any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 6563/October 25, 1974 


US v. JOHN EARL WORTHEN 
(D. UTAH - Central Division Criminal No. CR-74-27) 
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C. Nelson Day, the United States Attorney for the District 











of Utah, and the Denver Regional Office of the Securities Gerald 
and Exchange Commission, announced that on October al Offic 
15, 1974, Chief Judge Willis W. Ritter of the United States ‘q™gpnounce 
District Court for Utah sentenced John E. Worthen of Salt signed 
Lake City to ten years in federal prison after Worthen San Di 
pleaded guilty to one count of interstate transportation of Joseph 
60,000 shares of stolen securities of Beaver Mesa Uranium Ander: 
in 1971. Two other charges against Worthen were dismissed on Sep 
following a plea bargaining agreement. In late April 1974 lawsuit 
Worthen was one of four defendants indicted by a Grand Patters 
Jury in Salt Lake City for causing in October 1973 the Georgi 
transportation in interstate commerce of falsely made, action 
forged and altered stock certificates of Flying Diamond them. 
Corporation. This charge was dismissed as part of the plea | 
bargaining agreement. | By the 
Patters 
For further information see Litigation Release No. 6355 dent, t 
(May 7, 1974). stock- 
enjoin 
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Litigation Release No. 6564/October 29, 1974 ! —~ 
\ 
sary te 
UNITED STATES OF AMERICA EX RELSEC V.TOMS | enjoin 
(M.D. Fla. Criminal No. 74-165-ORL-CR-R) | — disclos 
and/or 
Jule B. Greene, Administrator and Michael J. Stewart, As) | things 


sociate Administrator, Miami Branch of the Commission's | Panv i 
Atlanta Regional Office, today announced that on October pany, 
1, 1974, the Honorable John A. Reed, U.S. District Court « before 


Judge at Orlando, Florida, issued an Order To Show Cause any @) 
why M. Fred Toms (“Toms”) of Orlando should not be , ‘equi 
punished for criminal contempt. Arraignment of Toms is 
set for October 22, 1974 at 12:00 noon at Orlando, Flori- The o 
da and the show cause hearing for January 20, 1975 at tered 
Orlando. } waive 
Court 
The Order was issued based upon an application and affi- stock 
davit filed by the Commission on September 9, 1974 13 def 
alleging that Toms violated an Order of Permanent Injunc- son C 
tion issued by the Court on July 18, 1973 in SEC v. | tiona 
Aldersgate Foundation, Inc., et al. (Civil Action No. 73-86 
Orl-Civ-Y) prohibiting further violations of the anti-fraud For fi 
provisions of the federal securities laws by Toms and others. ed 63 


On October 1, 1974 Judge Reed also issued an Order ap- 
pointing Michael J. Stewart, Michael K. Wolensky and 
Donald A. Rett, attorneys in the Commission's Miami - 
Branch Office, to prosecute Toms pursuant to the Order Litiga 
To Show Cause. (For further information see Litigation 
Releases 5845, 5852, 5983 and 6423.) Willig 
al Off 
nouns 
C.Co 
State 
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SEC v. PATTERSON CORPORATION, et al. 
(S.D. CA. 74-167-S) 




































































c 








Gerald E. Boltz, Administrator of the Los Angeles Region- 
al Office of the Securities and Exchange Commission, an- 
nounced that final orders of permanent injunction were 
signed by Federal District Judge Edward J. Schwartz of 
San Diego, California, against Patterson Corporation and 
Joseph Cono Caggiano on August 16, 1974, Richard B. 
Anderson on September 9, 1974, and Dalton Carl Smith 
on September 20, 1974. These orders were entered in a 
lawsuit arising out of the offer and sale of the stock of 
Patterson Corporation of LaJolla, California, and Atlanta, 
Georgia. With the entry of these orders, all parties to this 
action have now had injunctive orders entered against 
them. 


By these orders Mr. Smith, an undisclosed principal of 
Patterson Corporation, Mr. Anderson, its former presi- 
dent, both of LaJolla, California, Mr. Caggiano, a former 
stock-broker from New York, and the Corporation were 
enjoined from, among other things, deleting shareholders 
of acompany from that company’s stock records without 
proper notice to and consent from those shareholders, 
and preparing or procuring attorney’s opinion letters re- 
garding the status of a company’s securities with respect 
to the registration requirements of the Securities Act of 
1933 without review and consideration of facts neces- 
sary to determine that status. These defendants were also 
enjoined from making false statements or omitting to 
disclose material facts in connection with the offer, sale 
and/or purchase of securities regarding, among other 
things, the true identity of the real principals of the com- 
pany involved, the business and. operations of that com- 
pany, whether the securities involved require registration 
before being sold or offered for sale, and the extent of 
any examination to determine whether those securities 
require registration before being sold or offered for sale. 


The orders against Mr. Smith and Mr. Anderson were en- 
tered upon their respective consents. Mr. Smith also 
waived any objection and consented to any order the 
Court might enter cancelling the Patterson Corporation 
stock certificates in the names of nominees for himself 
or defendant Cleo Bullard, a former principal of Patter- 
son Corporation. The orders against Patterson Corpora- 
tion and Mr. Caggiano were entered by default. 


For further information, see Litigation Reieases number- 
ed 6316, 6406, and 6413. 





Litigation Release No. 6566/October 30, 1974 


William D. Moran, Administrator of the New York Region- 
al Office of the Securities and Exchange Commission an- 
nounced today that on October 3, 1974 Judge William 

C. Conner, United States District Judge of the United 

States District Court for the Southern District of New York 
signed an Order of Preliminary Injunction by Consent en- 
joining Futuristic Foods, Inc., Peter Cancilla, of New York, 
New York, Chairman of the Board of Futuristic; Donald 
Kirsch of New York, New York, an officer of Futuristic; 
Arthur A. Shevack of New York, New York, President of 
Futuristic; Dennis Shevack of New York, New York, an 


officer of Futuristic; Felix Szymanski, of New York, New 
York, an employee of Futuristic; Richard Mulligan of 
Whitestone, New York, an officer of Futuristic; and Future 
Mart, a wholly owned subsidiary of Futuristic from further 
violations of the registration and anti-fraud provisions of 
the federal securities laws. 


Additionally the Order prohibits the sale by these defend- 
ants of franchises which provide for the payment of com- 
missions on the recruitment of future franchisees provided 
that commissions derived from the sale of franchises by 
those franchisees existing prior to the entry of a temporary 
restraining order signed by Judge Conner on August 23, 
1974, and providing for the same relief shall be placed in 
an escrow account pending final determination of this 
action. 





Litigation Release No. 6567/October 30, 1974 


SEC v. ALEX N. CAMPBELL, ALEX N. CAMPBELL, JR. 
(C.D. CA) 


Gerald E. Boltz, Regional Administrator of the Los Angeles 
Regional Office, and Leonard H. Rossen, Associate Re- 
gional Administrator of the San Francisco Branch Office, 
announced that on October 22, 1974, the Honorable Louis 
Bechtle, visiting United States District Judge from the East- 
ern District of Pennsylvania, issued a Judgment directing 
the extension of a preliminary injunction and the entry of 
a permanent injunction enjoining further violations of 
Section 10(b) of the Securities Exchange Act of 1934 and 
Rule 10b-5 thereunder. 


The Commission’s complaint charged that the defendants, 
both financial writers, purchased securities on which they 
later wrote favorable articles (or had knowledge that such 
articles would be published) prior to the publication of 

the articles. In most instances, the defendants sold the se- 
curity within a few days of the article’s publication. No dis- 
closure was made to sellers of the fact that an article on 
the security would appear, nor was defendants’ ownership 
of the security disclosed in the article. 


By the terms of the permanent injunction, defendants, 
without admitting or denying the allegations in the com- 
plaint, are enjoined from purchasing or selling any security 
when either knows or has reason to believe that an article 
on that security will appear in the Los Angeles Herald- 
Examiner, the Western Financial Journal, or any other 
publication. In the event the defendants hold a position in 
a security not acquired in contemplation of an article on 
the security, they are ordered to retain such position for at 
least ten days following the publication of an article on the 
security in a daily newspaper and for at least fifteen days 
in the case of any publication other than a daily newspaper, 
provided either defendant has composed or otherwise con- 
trol over the content of the article. In addition, defendants 
are required to disclose within the article any such position 
held, provided either defendant has composed or other- 
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wise has control over the content of the article. 


The Commission‘s complaint also sought disgorgement of 
profits deriving from the conduct that was the basis of the 
complaint. Pursuant to this count, the Judgment directs that 
defendants pay $5,000 to the registry of the Court, pend- 
ing further order of the Court. 


For further information, see Litigation Release Nos. 5485 
and 5645. 





Litigation Release No. 6568/October 30, 1974 


SEC v. CONTINENTAL LAND MANAGEMENT CORPOR- 
ATION 
(S.D. Fla. Civil Action No. 74-525-Civ-JLK) 


Jule B. Greene, Administrator of the Atlanta Regional Of- 
fice, and Michael J. Stewart, Associate Regional Adminis- 
trator, Miami Branch Office of the Securities and Exchange 
Commission, announced that on October 23, 1974 the 
Federal District Court for the Southern District of Flori- 
da permanently enjoined by consent, Homestate Invest- 
ments, Inc. Defendant Homestate Investments, Inc. con- 
sented to the Court’s order without admitting or denying 
the allegations of the Complaint which charged Homestate 
Investments, Inc. with violations of the registration provi- 
sions and anti-fraud provisions of the Federal Securities 
Laws in the offer and sale of the securities of Continental 
Land Management Corporation, Continental Land De- 
velopment One, Inc. and Continental-Southeast Land 
Corporation and with violations of the broker-dealer re- 
gistration provisions of the Federal Securities Laws. 


(For further information see LR-6339). 





Litigation Release No. 6569/October 30, 1974 


US v. THEODORE R. PRICE, ROGER T. BAIRD 
(U.S.D.C. S.D. W. Va., Criminal No. 74-134 CH) 


John A. Field, I11, United States Attorney for the Southern 
District of West Virginia, and William R. Schief, Admin- 
istrator of the Washington Regionai Office of the Securi- 
ties and Exchange Commission, announced that on Octo- 
ber 21, 1974, a federal grand jury sittirig in Charleston, 
West Virginia filed a 37 count indictment charging 
Theodore R. Price (Price) of Juno Beach, Florida and 
Roger T. Baird (Baird) of Charleston, West Virginia 

with 10 counts of securities fraud, 10 counts of the sale 
of unregistered securities, 16 counts of mail fraud and 1 
count of conspiracy to violate the aforementioned 
statutes. 
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The indictment charges that Price and Baird, from on or 
about January 1, 1966, and continuing through on or 
about January 3, 1974, in connection with the offer and 
sale of securities, namely (1) common stock of Diversified 
Mountaineer Corporation (DMC); (2) seven and one-half 
percent (7-1/2%) subordinated sinking fund debentures of 
DMC (DMC debentures); and (3) evidences of indebtedness 
in the nature of passbook account obligations also known 
as ‘‘public savings deposits’’, ‘savings plans’’, “savings 
accounts”, “certificates of indebtedness”, and “certifi- 
cates of deposit’’ (savings plans) issued by various subsidi- 
ary corporations of DMC, (chartered as industrial loan 
companies under the laws of West Virginia, Virginia, 
Tennessee, and Kentucky) represented to public investors, 
among other things, that DMC anticipated a profitable 
year in 1973, that investors in DMC stock should purchase 
additional shares in 1973 because the price was going up, 
that DMC debentures were in limited supply, that DMC 
debentures were insured and guaranteed by the state of 
West Virginia, that DMC debentures were a type of savings 
plan, that the savings plans offered by DMC subsidiaries 
were insured by state and federal institutions, and that 
such savings plans were protected by the West Virginia 
state banking laws. In fact, the indictment charges that the 
defendants knew that DMC and the subsidiary corpora- 
tions were losing money during 1973, that DMC deben- 
tures were not insured or guaranteed by any state or other 
institution, that the safety of DMC debentures depended 
solely on the financial success of DMC, that DMC subsidi- 
aries offered savings plans which were totally uninsured 
and that monies deposited in DMC subsidiaries were di- 
verted for the use of the defendants, their associates, and 
to business entities in which they owned or controlled a 
substantial interest. 





Litigation Release No. 6570/October 31, 1974 


US v. SAMUEL GALLANT, et al. 
S.D.N.Y. 74 Cr. 984 


Paul J. Curran, United States Attorney for the Southern Dis- 
trict of New York, and William D. Moran, Administrator of 
the Commission’s New York Regional Office, jointly an- 
nounced that on October 22, 1974, a federal grand jury filed 
a forty-three count indictment charging seven defendants wit! 
conspiracy, interstate transportation and sales of stocks 
wrongfully issued by Fidelity Registrar & Transfer Co. (“Fi- 
delity”’), a Jersey City, New Jersey, corporate transfer agent 
during 1970 through 1973. 


The indictment charges that the defendants, including the 
president of Fidelity, issued stock certificates in thirteen 
companies whose stock is traded in the over-the-counter 
market. The indictment also charges that the defendants sold 
and pledged the unauthorized stock at various broker-dealers | 
and banks. According to the indictment, nearly half a million 
dollars was exchanged for these false or bogus securities by 
lenders or brokers. 
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The seven defendants indicted were: Samuel Gallant, an 
attorney, residing in Mt. Vernon, New York, Phillip J. 

entile, residing in Granada Hills, California, Norman H. 
Shultz, residing in Woodmere, Ohio, Manuel Posy, re- 
siding in East Northport, New York, Hunter Brooks 
Brashier, residing in Woodland Hills, California, Leonard 
Reisch, formerly president of Fidelity, residing in Jamaica, 
New York, and Glen !. Rothbart, residing in Irvine, Cali- 
fornia. 





All of the defendants were charged with one count of 
conspiracy, 24 counts of fraud in the sale of securities, 
9counts of mail fraud, and 9 counts of interstate trans- 
portation of fraudulently-obtained securities. 


For further information see Litigation Releases No. 6090, 
October 11, 1973, and No. 6291, March 25, 1974. 





Litigation Release No. 6571/November 1, 1974 


SEC v. ROBERT CARTER ALLEN, et al. 
(N.D. Il. Civil Action No. 74 C2793) 


John |. Mayer, Administrator of the Chicago Regional Of- 
fice of the Securities and Exchange Commission, today 
announced that on October 25, 1974, the Honorable 

Julius J. Hoffman, Senior Judge of the United States 
District Court for the Northern District of Illinois, Eastern 
Division, signed a Final Judgment of Permanent Injunction 
against Robert Carter Allen, individually and doing busi- 
ness as Special Situations Commodity Fund and as R.C. 
Allen Commodity Fund and as International Commodity 
Advisors, Inc. (Allen), and against International Com- 
modity Advisors, Inc. (ICA). Allen and ICA consented 

to the injunction which permanently enjoins them from 
further violations of the registration and anti-fraud pro- 
visions of the federal securities laws. 





On October 18, 1974 an amended complaint was filed 
is | with the Court which added International Commodity 
f Advisors, Inc. as a party defendant. The amended com- 

plaint alleged that the defendants have been offering 
ed and selling securities, namely interests in common com- 
wit! modity trading accounts managed by the defendants 

with the profits to be shared by the investors. The amend- 
i. ed complaint further alleged that these securities were 
nt not registered and that in the offer and sale of these se- 
curities the defendants made untrue statements of ma- 
terial facts and omitted to state material facts concern- 
ing, among other things, the usual risks inherent in com- 
modities trading, the projected profits and Allen's over- 
all lack of success in trading in commodities for his own 
ol6 =~ account. 
ers 
io), The permanent injunction also provides that the Court 
retain jurisdiction of this matter for the purpose of grant- 
ing further equitable relief such as appointment of a re- 
ceiver and disgorgement of funds. 

















































For further information see Litigation Release No. 6535. 





Litigation Release No. 6572/November 1, 1974 


SEC v. ALLEGHENY BEVERAGE CORPORATION, et al. 
D.D.C. Civil Action No. 932-73 


The Securities and Exchange Commission announced that 
on October 25, 1974, the Honorable George L. Hart, Jr., 
Chief U. S. District Judge for the District of Columbia per- 
manently enjoined First Duso Securities Corporation (First 
Duso), and its principal, Miles A. Bahi (Bahl) of Pough- 
keepsie, New York, from violations of the anti-fraud provi- 
sions of the Securities Exchange Act of 1934, and the rules 
and regulations promulgated thereunder. In addition, First 
Duso and Bahl were enjoined from selling or delivering se- 
curities for which a registration statement had been filed 
with the Commission unless the security is accompanied or 
preceded by a prospectus that meets the requirements of the 
Securities Act of 1933. 


The Commission’s Complaint, filed on May 11, 1973 against 
Allegheny Beverage Corporation (“ABC”) and twenty-four 
other defendants, including First Duso and Bahl, alleged 
among other things that First Duso and Bahl participated 

in a fraudulent debenture offering of Valu Vend Credit 
Corporation debentures (VVCC), a wholly-owned subsidi- 
ary of Valu Vend, Inc., in turn a subsidiary of ABC. First 
Duso was the underwriter for the offering, the terms of 
which required that unless a minimum of $10 million was 
raised, all monies received were to be returned to investors 
and the offering discontinued. The Complaint alleged that 
the terms of the offering were not complied with. It charged 
that investors’ monies were retained and the offering con- 
tinued even though only approximately $500,000 in de- 
bentures was legitimately sold. The complaint also charged 
that $10,000,000 in debentures were falsely reported as 
sold in a supplement to the VVCC prospectus. First Duso 
and Bahl consented to the injunction permanently enjoin- 
ing them without admitting or denying the allegations of 
the Complaint. 
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